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CHAPTER 1 


As Canadians strive for a better social 
and physical environment, one of their 
goals is to ensure that everyone has an 
adequate income on which to live. 

This White Paper attempts to provide a 
focus for eventual consensus on income 
security for Canadians. How best can the 
federal government play its role in rela- 
tion to income security within the 
context of a federal state? 

Adequate income depends partly on 
the actions of individuals and partly on 
factors they are not able to control. The 
role of government is to develop social 
and economic policies that will influence 
those factors beyond individual control in 
a way that will help people to reach this 
goal. 

Income security protects people by 
giving them additional money when their 
own resources are not enough to meet the 
needs regarded by society as being basic. 
It replaces also the income of people who 
have lost earning capacity for such rea- 
sons as unemployment, maternity, sick- 
ness, disability or death of the family 
income earner. As one component of 
overall social security policy, income se- 
curity programs are strengthened by the 
other parts, such as health insurance and 
special services for social assistance 
recipients. 

This occasion, when new income secu- 
rity policies are being considered, affords 
an opportunity for a statement of purpo- 
se and basic policy. Although any new 
initiatives are necessarily limited by what 
is economically feasible, the economy 
must be enlisted in support of social 
objectives. The primary goal is human 
development. 

This White Paper is a starting point. In 
it are contained a point of view, and 
certain specific policies to give explicit, 
immediate expression to that view. The 
proposals contain important and much 
needed changes that over the next few 
years would improve substantially income 
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protection and support and would redi- 
rect the emphasis of the whole income 
security system. The White Paper leaves 
for future consideration the broader sub- 
ject of social policy of which income 
security is but one facet. 

This opening statement of the Govern- 
ment’s position on income security will 
be subject to the various modifying influ- 
ences implicit in the White Paper dialo- 
gue. But it cannot stand alone. The next 
step is up to the people of Canada - to 
citizens and their spokesmen in various 
other governments and organizations. 


POLICY CONSIDERATIONS 


Income security programs can deve- 
lop and remain effective only in an 
environment of meaningful economic 
growth and price stability policies. Unless 
the system gives most individuals capable 
of working the opportunity to producti- 
vely exercise their initiative, the national 
wealth to finance income security will 
not be generated, and the country will 
lack the means to assist those who cannot 
participate fully or partially in the labour 
force. 

Today, in 1970, Canada has a conside- 
rable range of income security programs 
built on the foundation of the steadily 
developing economic progress of the past 
half century. Objectives have been two- 
fold, income protection and income sup- 
port. 

Income protection reduces uncertain- 
ty, alleviates temporary financial hardship 
and prevents or reduces poverty for the 
majority of citizens who may be expected 
to participate in the labour force. 

Income support is aimed more directly 
at persons in poverty because they 
cannot, for reasons beyond their individu- 
al control, enter the labour force. 

This Paper looks at priorities in the 
light of modern problems. One such 
problem is the existence of several large 
groups of people who lack means and 
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opportunities of life in comparison with 
the majority of their fellow citizens. 
Included are the aged, mothers by them- 
selves raising children, the disabled, and 
the working poor. The situation is espe- 
cially serious for low income families 
with children. 


At the same time some income 
protection programs are increasingly 
criticized because they are uni 


versal — they pay benefits to all or most 
Canadians regardless of income. In some 
cases the payments clearly go to people 
who have ample resources of their own. 

The challenge, then, is to arrive at a 
renewed affirmation of income security 
policy which will have the effect of 
assisting the people in greatest need, 
without detracting from programs de- 
signed to stimulate the economic 
development which is the basis of natio- 
nal well-being. 

Greater emphasis should be placed 
on anti-poverty measures. This should 
be accomplished in a manner which 
enables the greatest concentration of 
available resources upon those with 
the lowest incomes. Selective pay- 
ments based on income should be- 
made, where possible, in place of 
universal payments which disregard 
the actual income of the recipient. In 
addition, social insurance programs 
should be expanded in those areas 
where poverty alleviation or preven- 
tion can be achieved. The combined 
result should provide a more stable 
income base for low-income families. 


The Government’s investigation of the 
means whereby this new policy objective 
may be attained has been thorough and 
has taken into account criticism of exist- 
ing programs. 

Arguments that poverty could be 
eliminated by creation of a single, large 
guaranteed annual income plan replacing 
existing income security programs were 
explored at length. Very few existing 


programs can be dropped without work- 
ing hardship on many people. Old Age 
Security and Veterans’ Pensions are two 
examples. Also, a comprehensive plan set 
at adequate payment levels would be 
extremely expensive, but research will 
continue in this important field. In the 
meantime, proposals for extension of the 
selective use of the guaranteed income 
concept are advanced in the Paper. 

The best approach for overcoming 
deficiencies of the existing system at this 
time does not lie in the direction of 
dismantling the system in favour of one, 
overall guaranteed income program. The 
best approach is to revise income security 
policies to redirect their emphasis and 
scope, and to seek the combination of 
programs that will best meet basic income 
security objectives. 


POLICY PROPOSALS 


The main thrust of the government’s 
proposed policy for the coming years is: 


— developing the guaranteed income tech- 
nique as a major anti-poverty policy; 


— from this development will follow a 
shift in policy on universal payments 
involving a new Family Income Secu- 
rity Plan and changes in the Old Age 
Security Act; 

— strengthening and extending social 
insurance so that, combined with 
individual productivity and savings, it 
will keep the mainstream of the 
population out of poverty; 

— less reliance on social assistance 
through greater emphasis on both 
guaranteed income and social insu- 
rance; 

— federal desire to co-operate with the 
provinces to help them improve their 
social assistance programs and to co- 
ordinate federal and provincial income 
security measures in the overall de- 
velopment of income security policies 
for Canadians. 


To give effect to these policies a 
number of major program changes will be 
required. The major highlights follow: 


Family Income Security Plan (formerly 

Family Allowances) 

— Effective September, 1971, a payment 
of $16 per month for each child under 
16 will be made to mothers of families 


in which the combined income (hus- 
band and wife) does not exceed 
$4,500 per year. 

— Monthly benefits will decline gradually 
as the level of family income increases 
until payment ceases for families with 
a combined income of more than 
$10,000 per year. 

— Here is an illustration of the approxi- 
mate amounts of benefit that will be 
payable at different income levels: 


Monthly 


Income Level Benefit 

Upto $ 4,500 $16 
$ 4,501— 5,000 15 
5,001 — 5,500 14 
5,501 — 6,000 13 
6,001 — 6,500 2 
6,501 — 7,000 iat 
7,001 — 7,500 10 
7,501 — 8,000 9 
8,001 — 8,500 8 
8,501 — 9,000 7 
9,001 — 9,500 6 
9,501 — 10,000 5 
10,001 and over 0 


— Benefits will be taxable. 


This is a major anti-poverty initiative. 
It will greatly assist low-income families 
with children, and is made possible by 
shifting to the selective principle a 
formerly universal program which made 
payments to all qualified families regard- 
less of income. This permits, at this time, 
the greatest possible concentration of 
national resources upon the families in 
greatest need through a new extension of 
the guaranteed income concept based on 
income levels. 


Guaranteed Income Supplement and Old 
Age Security 


— Effective January, 1971, the basic 
OAS pension will be set at a flat rate 
of $80 per month. 


— From April, 1971, increases in the GIS 
will ensure that no qualified married 
couple has less than $255 per month, 
and that no qualified single person 
has less than $135, from all sources. 

— OAS recipients who qualify also for 
GIS will be entitled to a maximum 2 
per cent annual escalation on the 
combined total to reflect price in- 
creases. OAS will be escalated only 
when accompanied by the supplement. 


Z 


These substantial increases will be of 
great value to low income older people. 
By increasing ‘the supplement from 
$31.83 per person to $95 for married 
couples and $55 for single people, 
substantial additional purchasing power 
will be placed in the hands of people who 
have few opportunities to acquire extra 
income. Together with the OAS pension 
of $79.58, supplementation now pro- 
duces a maximum of $111.41 for indivi- 
duals and $222.82 for couples. The new 
program, for the first time, attaches 
weight to the higher unit cost of living 
faced by the individual as compared to a 
couple living together. 


Canada Pension Plan 


Changes could not be effective before 
January, 1973, to permit consultation 
with the provinces and to fulfill the 
statutory requirement that three years 
notice of major changes be provided. 
There is a continuing need to maintain 
comparability between the Canada and 
Quebec Pension Plans so that this insu- 
rance system remains countrywide. 

A series of technical amendments will 
combine to permit increased benefits as 
follows (benefits under an unchanged 
Plan in the year to which reference is 
made are in brackets): 


Retired —A maximum of $162 per 
month by 1977 ($121 in 
1976) in addition to the 
OAS pension, 

—A maximum of $199 per 
month in 1973 ($114), rising 
to $249 in 1977. 

—A new benefit providing a 
flat rate pension of $80 per 
month for the wives of dis- 
abled contributors who are 
under 65 and who have depen- 
dent children. 

—A maximum of $170 per 
month in 1973 ($71) rising to 
$208 in 1977 for widows 
regardless of age. 


Disabled 


Wives of 
Disabled 


Widows 


Special 
Adjustment 


—Persons already receiving 
widows’ or disabled pensions 
under the existing Plan in 
1972 will have their payments 
readjusted in 1973 to reflect 
higher benefits. 

If adopted, these proposals will have a 
profound effect in years to come on the 
income protection of almost all Canadians. 
As the higher pensions become payable the 
chances of falling into poverty will be 


greatly reduced for individuals and fami- 
lies. The extra protection for survivors and 
for disabled workers and their dependents 
will provide positive assistance to a group 
of people who have often been forced to 
fall back on welfare. 


Social Assistance 


This important income security field 
is under the jurisdiction of the provincial 
governments. While the effect of the pre- 
ceding proposals will be to reduce the 
dependency of many people on welfare 
there can be no doubt that social assistance 
programs will be required for many more 
years. Accordingly, the federal govern- 
ment wishes to do all that it can to ensure 
that the existing social assistance systems 
will in future be undeserving of the criti- 
cisms now prevalent. The vehicle for 
federal activity in this field is the Canada 
Assistance Plan, under which the federal 
government pays SO per cent of assistance 
costs. 

At the earliest opportunity the federal 
government wishes to enter discussions 
with provincial governments to secure 
improvements in social assistance pro- 
grams. 

The discussions will include, among 
other subjects, the right of persons in need 
to receive assistance and social services in 
ways and at levels that ensure decency 
and dignity; improved opportunities for 
families and children through expanded 
day care centres and homemaker services; 
the special needs of the handicapped and 
disabled; and incentives for assistance reci- 
pients with an employment potential to 
take advantage of opportunities for trai- 
ning and employment. 


Unemployment Insurance 


The White Paper published by the 
government in June, 1970, put forward 
major changes in this program, extending 
coverage to additional workers, adding 
sickness and maternity benefits, and 
substantially improving unemployment 
benefits. The result will greatly improve 
income protection for persons in the 
labour force and therefore should result 
in reduced dependence on social assis- 
tance. 


Cost and Finance 


By adopting a policy of reallocating 
existing resources to the people in grea- 


test need, the Government is able to 
propose major changes in income security 
which should improve the income levels 
of several million Canadians without 
involving a substantial increase in taxa- 
tion. 


Old Age Security Fund—The $194 mil- 
lion additional cost in the first year 
for OAS-GIS proposals will be 
borne by the existing fund. 

Family Income Security Plan—Self-fin- 
ancing by terminating the benefit to 
the more well-to-do families and by 
making the benefits taxable. 


Canada Pension Plan—The additional 
benefits can be financed initially 
from the Fund, which has grown 
more rapidly than was originally 
anticipated, without an increase in 
the general contribution rate until 
after 1985. The effect of raising the 
maximum pensionable earnings ceil- 
ing will, however, mean higher con- 
tributions at the existing rate for 
most people whose earnings are 
above the present ceiling. 


Social Assistance—Until agreement has 
been reached with the provinces no 
estimate can be made of any addi- 
tional costs involved. 


Administrative Considerations 


Despite criticisms that Canada’s 
income security system is needlessly 
complicated by the number of individual 
programs, the inescapable conclusion of a 
close study is that the system is actually 
an inter-related body of policies which 
differ from one another because each 
program does in fact reflect the differing 
needs and problems of various groups 
within society. It is impossible to serve 
efficiently the widely differing human 
needs with one omnibus program. 

However, it is essential that the various 
programs be closely co-ordinated to best 
serve the broader national priorities. The 
preceding proposals demonstrate that 
great care has been taken to ensure that 
the various changes balance one another 
and combine to serve the policy objec- 
tives without waste or duplication. 

Accordingly, the federal government 
will collaborate with the provincial go- 
vernments to ensure that unnecessary 
duplication of administration or benefits 
will be avoided. 


CONCLUSION 


The four instruments of income secu- 
rity policy are: guaranteed income, demo- 
grants (universal programs), social insu- 
rance, and social assistance. 


The resulting package of proposed 
improvements has the effect not only of 
re-ordering priorities and concentrating 
available resources upon the people in 
greatest need, but changes the relative 
emphasis to be placed in future upon 
these four techniques. Social insurance, 
which prevents people from falling into 
poverty, and guaranteed income, which 
directly alleviates poverty, are to be 
substantially strengthened. The demogrant 
technique will become less central to 
income security generally. Finally, 
changes in all three preceding techniques 
are designed to reduce the dependence of 
people on social assistance, and to assist 
low income families with children. 


As a result, the condition of millions 
of low-income people will be improved; 
hundreds of thousands more will be saved 
from falling into poverty. And the basic 
income protection of most people will be 
improved. 

These proposals will contribute subs- 
tantially to the prevention and alleviation 
of poverty in Canada. That this has been 
done in the main by redistributing to best 
effect the money already in the system is 
itself evidence of a major rationalization 
of income security programs. 

The effect of changes through two 
major income support measures, Family 
Income Security and the Guaranteed 
Income Supplement, is to shift a total of 
$470 million dollars a year into the hands 
of lower income recipients across Canada. 


The effect of the new proposals for 
income protection through the CPP is to 
increase benefits by about $365 million 
in 1973-74. 

These proposals fulfill, insofar as is 
reasonably possible at this moment in 
time, the policy criteria established ear- 
lier. Strengthening of GIS directly assists 
a group of older people in poverty who 
cannot be expected to enter the labour 
force. The Canada Pension Plan retire- 
ment and widows’ proposals employ this 
social insurance program to prevent, in 
future, the need for massive income 
supplementation for persons over 65. 


CPP amendments concerning disabled 
contributors and their wives offer income 
protection to persons who cannot reason- 
ably be expected to work. Workers in 
short term unemployment will receive 
additional protection from the proposed 
unemployment insurance changes. 


The new Family Income Security Plan 
embraces both the anti-poverty and se- 
lectivity concepts by placing considerably 
larger sums in the hands of low-income 
mothers. Available resources are con- 
centrated in areas of greatest human 
need. The Family Allowance program, 


which now makes payments to all mo- 
thers regardless of family income, is to be 
dismantled in the face of a more urgent 
priority. At the same time, the Family 
Income Security Plan plan preserves a 
measure of income protection for middle 
income families. 

The policy criteria of this Paper have 
been met through employment of the 
following principles: 


— Redistribution of resources now 
available to achieve maximum effect- 
iveness and selectivity for income sup- 
port. 


— Improvement of benefits wherever 
possible by using existing social insur- 
ance funds to better social advantage. 

— Reorientation of existing programs, 
such as social assistance, to enable 
them to meet more successfully their 
social objectives. 

A final important point is that these 
advances can be made without impairing 
economic and social policies designed to 
enhance the national productivity, which 
not only keeps most people out of pover- 
ty but provides the means to assist those 
who are in difficulty. 


CHAPTER 2 


INCOME SECURITY 


NEEDS AND ISSUES 


Cirent income security policies in 
Canada have been criticized from many 
sides on many counts. Dissatisfaction 
with the existing measures is evident from 
the comments that have been made. 
Some have complained that the different 
programs remain uncoordinated, and 
seem to lack clear-cut objectives. Others 
have pointed to the continued existence 
of poverty as an indictment of the whole 
income security system. Defenders of the 
system recall that the various programs 
were introduced to meet specific prob- 
lems, according to the priorities and 
objectives that were emphasized at the 
time. 

This Paper examines the income secu- 
rity system in the light of these and other 
criticisms, and suggests better ways of 
meeting people’s needs for protection and 
assistance. But first, the nature of the 
problem must be considered. 


PEOPLE’S NEEDS 


When we speak of the need for income 
security, we have in mind two quite 
different kinds of needs. Some people 
have jobs and are not without income 
support, but fear what might befall them 
and their families if they lose these jobs 
and are unable to work. They need 
protection against certain social risks for 
which they can contribute from their 
current incomes. For them, income secu- 
rity means the prevention of poverty, the 
protection of income. Other people are 
without any source of income support 
and need cash assistance to live. For 
them, income security means the allevia- 
tion of poverty. 

To see these needs more clearly we 
need to think of people in two different 
categories: those who are in the labour 
force and those who are not; or those 
who can support themselves and those 
who cannot. Since the ability to support 
oneself depends on the state of the 
economy, and particularly the labour 


market, it is perhaps misleading to speak 
of those who cannot work. In periods of 
labour shortage, many older and disabled 
people can find work; when there is no 
labour shortage they cannot, and become 
dependent on pensions or assistance to 
live. We should perhaps then distinguish 
between those people who should be 
given a choice between working or not 
working, and those who should not. 

Most will agree it is unreasonable to 
expect aged people to earn their own 
living. In the same category are people 
suffering from some severe and prolonged 
disability, and those who are mentally 
retarded or mentally ill. Most of these 
people are not in a position to work and 
there is no expectation that they should. 
Many of them have to rely on income 
security programs as the sole or main 
source of income. 


Mothers by themselves raising young 
children are not in a position to earn their 
own living unless there are available 
day care services or other arrangements to 
look after their children while they work. 
Many of these mothers could and would 
prefer to support themselves and their 
families. But to do so, they must have 
access to training in order to up-grade and 
up-date their skills and to an appropriate 
range of social services, notably day care, 
homemaker and counselling services. 

In the other category are those who 
can be expected to be self-supporting. 
These are the people who are in the 
labour force, working and saving for the 
future. One method of saving for the 
future is to make a regular contribution 
for income protection against certain 
risks—disability, old age and the possibil- 
ity of premature death which may leave a 
widow with young children to bring up 
alone. These people also need income 
protection against unemployment—due to 
layoff, illness, pregnancy, or changing 
economic conditions. In the labour force 
there is another group of people, often 
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called the working poor. They may work 
full-time or part-time, but their earnings 
are insufficient to support their families, 
because their work is not covered by 
minimum wage laws, or they can only 
work part of a year, or simply because 
wage rates make no allowance for size of 
family. 

Although the people in the second 
category are potentially self-supporting, it 
must be recognized that it includes many 
who can’t find work, or who can’t find 
work that pays enough to keep them out 
of poverty. Income security for them 
must therefore mean not only income 
protection which will prevent future pov- 
erty, but also income support payments 
which will alleviate current poverty. 


THE MEANING OF POVERTY 


The concept of poverty has changed 
over the years, so that today the word 
may be used in two quite distinct ways. 

At one time poverty was used in the 
sense of absolute deprivation. To be in 
poverty meant to have an income below 
the level of minimum physical subsist- 
ence—in other words to be so poor that 
you were unable to maintain life and 
working capacity. Seventy years ago See- 
bohm Rowntree spoke of poverty as 
insufficient earnings to buy the minimum 
needed to sustain physical efficiency. 
This kind of poverty still exists. 

But today poverty is used more fre- 
quently in the sense of relative depriv- 
ation. It involves the lack of income, 
opportunities, and self-respect that is re- 
garded as normal in a community. Peter 
Townsend speaks of the poor as those 
whose resources over time fall seriously 
short of the resources at the disposal of 
the average family in the community 
where they live. Victor Fuchs uses a 
mathematical definition of poverty— 
having an income that is less than half the 
median income of all families in the 
community. 


But poverty must be recognized as not 
simply a lack of income. It means also a 
lack of opportunities—for good health, 
for education, for meaningful employ- 
ment, and for recreation. It means a 
depressing environment, a sense of 
failure, and a feeling of alienation from 
society. Income security programs, how- 
ever, are focused on the lack-of-income 
dimension of poverty. 


CONTRIBUTING FACTORS 


In considering the factors which con- 
tribute to the existence of poverty, it is 
useful to distinguish between group and 
individual poverty. Group poverty may 
arise from a downturn in the business 
cycle, from massive unemployment, or 
from a shortage of economic opportun- 
ities in a depressed area. Sometimes it has 
cultural aspects in that it affects all the 
members of a certain culture, ethnic or 
language group, or the residents of the 
inner city slums. Individual poverty arises 
from individual misfortune or incapacity; 
it may be temporary, if due to sickness or 
unemployment, or it may be long term, if 
due to old age, physical disability, or 
mental incapacity. 

The cure for group poverty usually lies 
in the stimulation of economic activity, 
or the elimination of social barriers. But 
the cure for individual poverty is much 
more complex. To understand this we 
must look at some of those factors which 
contribute to individual poverty. These 
may be economic, social, cultural, or 
physiological in origin. 

The economic factors contributing to 
poverty include the shortage of jobs, the 
fall in the demand for a special skill or a 
particular product, the difficulty of get- 
ting workers to move where jobs are 
plentiful, and the low productivity of 
some workers due to the out-of-date 
techniques used in their industry or the 
general lack of capital or materials. 


The social factors include things like 
the barriers to entry into certain occupa- 
tions, the low productivity of some work- 
ers due to their inadequate education or 
skills, and the general lack of informa- 
tion. Some people are poor because fami- 
ly obligations prevent them from work- 
ing. Others are poor because the bread- 
winner has turned his back on his family 
obligations. 


A number of cultural factors can be 
identified. Prejudices against people 
because of their ethnic origin, race or 
language can keep them in poverty. 
Parental inability to extend initial sup- 
port or to provide adequate education to 
their children may keep them in poverty. 
And no doubt some people are poor 
because they were too prone to take 
unnecessary risks or preferred immediate 
consumption to saving for the future. 


Perhaps the most common factors 
contributing to poverty are physiological 
or psychological. Physical disability or 
infirmity, including old age, may prevent 
people from working. Mental incapacity 


resulting from retardation or injury or 


illness keeps others from being self-sup- 
porting. And some people may be poor 
because they lack motivation. 


MEASURING POVERTY 


There is no general agreement as to 
how poverty should be measured nor 
what income levels mark the border 
between those who are poor and those 
who are not. Different techniques for 
measuring poverty lead to different con- 
clusions. Several of these were described 
in the Brief of the Department of 
National Health and Welfare to the 
Special Senate Committee on Poverty in 
an Appendix dealing with the Historical 
Development of Concepts and Measures 
of Minimum Living Standards. In 
addition to these more theoretical ap- 
proaches there is also the pragmatic 
approach which looks at the components 
of a family’s minimum budget and what 
these cost to buy. 


Nearly one-fifth of all families and 
two-fifths of unattached individuals had 
low levels of money income in 1967 on 
the basis of a Dominion Bureau of Statis- 
tics study on Income Distribution and 
Poverty in Canada. This study took as 
low-income cut-offs $1,740 for unat- 
tached individuals and $2,900, $3,480, 
$4,060 and $4,640 for families with two, 
three, four, and five or more members 
respectively. Table 1 shows the percent- 
age of all families or unattached indivi- 
duals in a given category whose incomes 
in 1967 were below these low-income 
cut-off limits. 


Table 1. Percentages of families 
and unattached individuals 
Below the specified income levels,(4) 
by selected characteristics, 1967. 


Un- 
attached 
Families Indi- 
viduals 
% % 
All units 18.6 39.0 
By Region of Residence 
Atlantic Provinces Shi D255 
Quebec 20.3 42.5 
Ontario 12.4 325 
Prairie Provinces 23.0 39.8 
British Columbia 16.2 40.5 
By Labour Force Status 
of Head 
Paid worker 8.8 21.4 
Self-employed, including 
farmers 34.6 40.8 
Not in labour force 46.4 70.7 
By Sex of Head 
Male ij? 29.9 
Female 35.6 47.7 
By Age of Head 
24 and under 14.9 38.0 
25 — 34 14.8 11.6 
35 — 44 15.4 16.0 
45 —54 14.6 26.0 
55 — 64 18.3 39.6 
65 — 69 31.8 SP? 
70 and over 43.2 68.4 


(Incomes of $1740 for individuals, and 
$2900, $3480, $4060, $4640 for families 


of 2, 3,4 and 5 or more members. 
Source: D.B.S. Income Distribution and Poverty 
in Canada, 1967, Table 6, p. 14. 


Basic to the elimination of poverty is 
the buoyancy of the private sector of the 
economy and the effectiveness of govern- 
ment growth and stability policies. For 
example, it was estimated in that study 
that from 1965 to 1967 the proportion 
of families below these low-income cut- 
off limits dropped from 21.2 per cent to 
18.6 per cent. Taking into account price 
increases, family income rose in real 
terms by approximately 8 per cent over a 
two-year period. Families at the lower 
end of the income distribution scale seem 
to have participated at least proportion- 
ately in the general income increases. 


Table 1 provides a general profile of 
low incomes and identifies some of the 
areas that require special attention and 
priority. The very high percentage of 
low-income families and unattached 
individuals in a number of regions in 
Canada points to the importance of 
regional development programs. The high 


proportion of families and unattached 
individuals who have very low incomes 
and who are not in the labour force (46.4 
and 70.7 per cent) identifies the impor- 
tance of adequate income security pro- 
grams for groups such as the aged and the 
disabled. The high proportion of families 
with a female head that are in the 
low-income category (35.6 per cent) 
indicates, among other things, the need 
for greater efforts to assist mothers with 
dependent children who want to support 
themselves and their families and, on the 
other hand, for greater income security 
provision for those who are not in a 
position to do so. The section on age 
distribution reflects very clearly the prob- 
lem faced by those 65 years of age and 
over. The aged person living alone faces 
much greater difficulty than the aged 
couple, and aged persons in general face 
greater difficulty than people in younger 
age groups. 

The high proportion of unattached 
individuals in the low-income groups 
reflects a number of factors. Among these 
is the fact that it includes the elderly 
living alone, disabled persons, young 
people coming into the labour force, 
students, and so on. The figures shown 
are, of course, percentages. Because of 
this a comparison between families and 
unattached individuals does not take into 
account that the family unit is larger, 
including two or more people in each 
case. 


Special Categories 

These data for the whole population 
suggest that certain groups of people are 
more likely to be poor than others. 


Aged Persons — More than 800,000 aged 
persons over 65 have such low incomes 
that they qualify for the income sup- 
plement. About two-thirds of the peo- 
ple over age 65 fall below the income 
levels used in Table 1. 

Disabled Persons — It is estimated that 
there are about 180,000 needy dis- 
abled persons between 18 and 65, of 
whom about 60,000 are mentally 
handicapped. There are many more 
mentally handicapped people below 
18, including about 200,000 who are 
mentally retarded, many of whom 
will eventually become welfare reci- 
pients. 


Mothers with Dependent Children — 
More than one-third of the families 
consisting of a mother with dependent 
children in her care have incomes 
below the levels used in Table 1. In all 
there are about 150,000 mothers who 
are by themselves raising 330,000 
young children. 


Families with Children under 18 — Almost 
one-quarter of the 3.5 million families 
with children under 18 are below 
the income levels on which Table 1 
is based. 


Unemployed Persons — The number of 
unemployed people at any point in 
time varies. In March, 1970 there were 
542,000 unemployed in Canada, and 
in September, 1970 there were 
398,000. Of these, it is estimated that 
about 30 per cent have annual incomes 
below the levels-used in Table 1. 


People Receiving Social Assistance 


Information on the characteristics of 
the people receiving social assistance for 
Canada as a whole is quite limited. 
However, some provinces have provided 
data which are helpful in piecing together 
the picture. 

In March, 1970 there were about 
1,250,000 persons, including children, 
receiving social assistance in Canada. 
About 500,000 of these were family 
heads or single adults, half of whom 
could not be considered to be in the 
labour force because of age, disability or 
family responsibility. The other 250,000 
family heads and single adults were unem- 
ployed, underemployed or in need of 
help through rehabilitation or other com- 
munity services if they were to become 
self supporting. 

While there are differences in provin- 
cial assistance programs and the basis of 
recording data on recipients, available 
statistics illustrate the situation of people 
who have to turn to social assistance for 
income support. Case-loads in Newfound- 
land, Ontario and Alberta offer an indica- 
tion of the national scene. 

There were about 83,700 persons re- 
ceiving assistance in Newfoundland in 
March 1970, 22,625 of them single 
persons or family heads. Of the latter 
number 48 per cent were in need because 
of age or disability, 19 per cent because 
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the spouse was absent and 33 per cent 
because of lack of sufficient earnings, 
usually due to unemployment. In the first 
group age was the cause of need in 15 per 
cent of cases, ill health in 44 per cent and 
physical, mental or social disability in 38 
per cent. Of those who lacked a bread- 
winner 61 per cent were widows and 19 
per cent were deserted or separated. 
Among those in need because of a lack of 
earnings 88 per cent were seasonally 
unemployed. 


In Ontario there were approximately 
121,000 assistance cases in March, 1970 
and a total of 334,800 recipients. This 
included persons assisted under the 
provincial Family Benefits Program, which 
covers selected groups of long-term cases, 
and under the municipal General Welfare 
Assistance Program. Under the Family 
Benefits Program 59 per cent were in 
need because of age or disability, 38 per 
cent because the spouse was absent and 3 
per cent were foster mothers. In the first 
group 25 per cent were needy because of 
age and 75 per cent were disabled, blind 
or were unemployed fathers with depend- 
ent children. Among those where the 
breadwinner was absent 27 per cent were 
widows, 36 per cent deserted mothers 
and 23 per cent unmarried mothers 
raising their own children. Under the 
General Welfare Assistance Program 8 per 
cent of single persons or family heads 
were in nursing homes, 51 per cent were 
considered unemployable and 40 per cent 
had earning capacity but were unemploy- 
ed. 

Alberta had about 29,300 cases and 
77,000 recipients in March, 1970 being 
assisted under its provincial and munici- 
pal programs. Of the cases about half 
were aged, sick or disabled, one-quarter 
lacked a breadwinner and one-quarter 
lacked earning capacity. Of those in the 
first group, age was considered the factor 
causing need in 36 per cent of cases, 
physical disability or ill health in 49 per 
cent and mental illness in 11 per cent. Of 
those with limited earnings assisted under 
the provincial program 30 per cent were 
employed but not able to earn enough to 
meet their basic needs. 

People on assistance who could work 
but could not find work amounted to 
30 per cent of cases in Newfoundland, 
20 per cent in Ontario and 17% per cent 


in Alberta in March 1970. A change in 
the unemployment situation is the major 
factor that affects the assistance caseload 
in the short run. 


ISSUES 


The central issue to be faced is the 
fact that there are about 4 million low 
income people in this country despite an 
annual outlay of about $4% billion on 
income seeurity programs. How can those 
in poverty be given more effective income 
security protection and support? There 
are two basic questions to be answered. 
Are the resources that have been allo- 
cated for income security being used as 
effectively as they should be? Are the 
Canadian people prepared to increase 
income security allocations to help those 
in poverty and to provide greater income 
protection against the social risks that 
cause serious financial hardships and 
poverty? 

Many questions have been raised about 
the existing allocation of resources for 
income security. Typical of these is the 
query about why the state should give 
help to well-to-do families in raising their 
children through family and youth allow- 
ances. The question is also asked why old 
people do not receive high enough 
benefits to live on when close to $2 
billion is allocated to meet their needs. 
Some people ask why social assistance 
pays the father of a large family as much 
as he could get if he worked. The 
recipients themselves ask why they can’t 
be allowed to add to their assistance by 
part-time work; in the long run they 
believe it would be less costly since they 
would need less help. 


Perhaps the most serious income 
security issue centres on the unsatisfacto- 
ry nature of social assistance or what 
is often referred to as welfare. As in- 
dicated above, about 1.2 million persons 
are on welfare. About a million of these 
people with little or no income can- 
not be considered to be in the labour 
force. 


Social assistance is criticized because 
for many it does not afford sufficient 
income to meet basic needs or adequately 
protect the privacy and dignity of benefi- 
ciaries. One key issue to be faced in 
examining the income security system is 
how it can receive a new orientation that 
will reduce reliance on social assistance 
both now and in the future. This has two 
dimensions. One is outside the income 
security system. Economic policies of 
governments complement the private 
sector in generating employment oppor- 
tunities, thereby reducing the number of 
employable people that require social 
assistance. 


The other dimension is within the 
income security system itself. Income 
security programs that provide benefits to 
persons who are normally in the labour 
force need to be designed in such a way 
that, in association with manpower 
services, they encourage employment in 
place of continued dependence on pro- 
gram benefits. Income security ins- 
truments of policy need to be developed 
that reduce the extent of reliance on 
social assistance within the income secur- 
ity system. Even though the role of social 
assistance may be significantly diminished 
in the years ahead, there are a whole range 


of questions as to how it can be improved 
that are vitally important to those who 
still must depend on it for income 
support. 


Criticism of existing income security 
programs is also levelled at the scope of 
protection afforded under social insur- 
ance measures such as Unemployment 
Insurance and the Canada Pension Plan. 


The very substantial expenditures 
being made through demogrants, such as 
family allowances and old age security 
pensions, in the face of the inadequacies 
of the income security system in helping 
those in poverty, is another area subject to 
critical comment and questioning. 


The possible role of the guaranteed 
income, either as a replacement for the 
existing system or as one of the principal 
means of providing income security 
within the system, opens a new and basic 
issue. 


When one considers the system as a 
whole, questions of overlapping of 
benefits and administration are raised. To 
what extent is this happening? At what 
point is there lack of co-ordination? 
And there is the broader question posed 
by some that the whole structure should 
be scrapped and replaced by one simple 
program. 


These needs and general issues point 
up a concern that is felt about the many 
puzzling and frustrating features of exist- 
ing provisions. In the chapters that follow 
these issues are considered in detail. The 
deficiencies in the existing system are 
examined and ways of overcoming them 
are explored. 


CHAPTER 3 


Examtser of economic and _ social 
policies have been adopted which both 
complement and supplement individual 
initiative in attempting to obtain 
adequate incomes. A review of these 
policies indicates their significance to 
income security and the important inter- 
relationships. 

Government economic _ security 
policies encourage and support private 
enterprise in providing jobs for Cana- 
dians, while government income security 
policies provide basic income protection 
and support for those who can’t work or 
can’t find work. Three sets of government 
policies have been designed to raise, 
protect and support personal incomes. 


ECONOMIC SECURITY 


Growth and Stability Policies: — that 
raise or maintain productivity and 
employment, and hence incomes. These 
policies are important to the standard 
of living of Canadians generally and to 
the capacity of the country to finance 
income security measures. 


INCOME SECURITY 

Income Protection Policies: — that 
assist in smoothing the flow of income 
received by an individual over time, or 
compensate for exceptional loss of 
earning power. They seek to prevent 
persons or families who have normal 
incomes throughout most of their lives 
from falling into poverty. 


Income Support Policies: that assist 
the poor directly in cases where the 
first and second-line policies mentio- 
ned above are not completely effective. 
The form that programs should take 
depends on the particular kinds of po- 
verty that exist. There are many reasons 
why people are poor and some programs 
will be more effective when they are 
carefully tailored to the people with 
the problem rather than the conse- 
quence of the problem. 


ECONOMIC AND 
SOCIAL POLICIES 


Growth and Stability Policies 


The. well-being of the community as a 
whole depends on the capacity of the 
economy to provide the goods and 
services people want. This in tum 
depends on the productivity of the 
average worker. The greater his produc- 
tivity the more he can realize his own 
desires and the more resources there are 
available to satisfy collective wants, 
including the reduction of poverty. 


In the normal course of events, people 
obtain income by working and investing. 
Factors beyond their control may hinder 
this process. Unemployment, shifts in 
demand for the services a worker can 
supply or for the products of an industry, 
and inadequate information are all factors 
of this kind. The result is lower incomes 
than might otherwise be attained. 


A wide range of policies is required to 
ensure that persons who can be employed 
will be employed, and in jobs that 
provide incomes at socially acceptable 
levels. General fiscal and monetary 
policies are used to help stabilize the 
level of employment, prices and interest 
rates, and to control the total volume of 
demand. Manpower, education, and 
economic expansion policies are intended 
to promote the development of higher- 
paying employment by equipping people 
with better skills and more physical 
capital, by creating new jobs, and by 
providing more information. Taxation 
policy tries to achieve a balance between 
encouragement of economic expansion 
and an equitable distribution of the tax 
burden. Special subsidization programs 
are intended to sustain workers’ incomes 
in those industries threatened by adverse 
circumstances. 


Although all these policies have 
important effects on people’s incomes, 
their effects on individual incomes are for 
the most part indirect. Nonetheless, their 
fundamental objectives are: 
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— to contribute to higher average person- 
al incomes, 

—to help stabilize employment, wages, 
and prices over time, and 

— to ensure a more equitable distribution 
of incomes among different groups in 
the country. 


Income Protection Policies 


Many people who are not now poor, 
or who would not be poor on an average 
lifetime income basis, face risks of in- 
come loss at particular times. Sickness, 
disability and temporary unemployment 
are possibilities for most people. Inade- 
quate savings for retirement is another 
contingency. Some people fail to make 
adequate provision against such disruption 
of income on their own, others are 
unable to do so through private agen- 
cies. Public policies are required to 
extend such income protection. 

These policies should smooth income 
flows and compensate for loss or reduc- 
tion of earning power. Unemployment, 
sickness, retirement, disability and 
survivors’ insurance are obvious ex- 
amples of protection policies. 

The basic objectives of these policies 
are: 

—to reduce the uncertainty arising from 
risk of income loss, 

— to alleviate financial hardship 

— to prevent or reduce poverty 


Income Support Policies 


Some people are unable to benefit 
from growth policies because they cannot 
work, find work, or find work that pays 
enough to care for their families. Neither 
can they benefit from income protection 
policies because of their inability to 
contribute sufficiently in the past to 
build up eligibility for such protection. 
Many possible factors which prevent a 
person from providing for himself and his 
family even a minimum living standard 
were discussed earlier. Income support 
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POLICY OBJECTIVES 


GOVERNMENT 


INCOME POLICIES 


Economic Security Policies 
- Growth and Stability 


Growth Policies 


Objective: 


to contribute to higher average 


personal incomes 


Stability Policies 


Objectives: 
l. to help stabilize employment, 


wages and prices over time 


2. to ensure a more equitable 
distribution of incomes among 
different groups in country 
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Income Security Policies 
- Income Distribution 


Income Protection Policies 

Objectives: 

1. to reduce the uncertainty arising 
from the risk of income loss 

2. to alleviate financial hardships 

3. to prevent or reduce poverty 


Income Support Policies 


Objective: 


to alleviate poverty and reduce 


dependency among those who have 
no means or limited means of 

support from earnings, income pro- 
tectlon measures, or other sources 


programs seek to reduce poverty im- 
mediately by providing cash assistance 
and services. They include emergency 
relief, general assistance, and income 
supplementation programs. Closely relat- 
ed to income support programs are a 
number of services that seek to develop 
the conditions which raise peoples’ earn- 
ing power so that they may become 
self-supporting. These include rehabilita- 
tion, remotivation, retraining and re- 
location programs, as well as health and 
educational measures and child super- 
vision services. 

The basic objective of these policies is 
clear: 

—to reduce poverty that remains de- 

pite the favourable effects of growth 

and stability and income protection 
policies and programs. 

Chart I (on page 10) sets out the objec- 
tives for economic security and income 
security policies. 

It is the income protection and income 
support policies of the social security 
system that this White Paper deals with 
under the term income security. The 
function of these policies must be seen in 
the perspective of economic policies that 
affect the incomes of people generally. 


ECONOMIC SECURITY POLICIES 


A wide range of economic security 
policies is designed to provide for stabili- 
ty and growth of the incomes of Cana- 
dians generally. They have an important 
effect on the extent of security required 
through the income security system. 
They vary from general fiscal and 
monetary policies to particular policies 
designed for specific objectives. 


Fiscal and Monetary Policy 


Perhaps the most widespread effects 
on employment and income are exerted 
by the general fiscal! and monetary 
policies of the government, that is, the 
complex of economic measures which 
embraces the government’s spending 
activities, the various ways in which it 
finances its expenditures and investments, 
and the manner in which it manages the 
supply of money for the whole country. 

Although the level and distribution of 
output, employment and income result 
primarily from decisions made by the 
private sector responding to forces 


operating in industrial and commercial 
markets, government policy can affect 
them in at least two ways. First, by 
directly- changing the total volume of 
spending and by determining what the 
money is to be spent on and where the 
spending takes place, it can influence the 
overall tempo of economic activity. 

Second, government policy can exert 
an indirect but very powerful influence 
on similar spending and investment 
decisions made by individuals and busi- 
ness establishments. It can encourage 
others to spend by providing tax incen- 
tives or tax relief and by increasing the 
supply of money. Conversely, monetary 
and fiscal policies can dampen economic 
activity through tax increases and a tight 
money supply. The tempo of economic 
activity in turn will affect the number of 
jobs available to Canadians and their 
opportunity to earn income. 

The Government has sought through its 
economic policies to maintain a high rate 
of economic growth, full employment, 
reasonable price stability, an equitable 
distribution of rising income and a reduc- 
tion of regional economic disparities. How- 
ever, the interaction of forces in our 
market economy is such that all these 
objectives cannot at all times be attained 
simultaneously. For example, rapid 
economic growth and stability of costs 
and prices are not always compatible in 
the short run. 


Incomes and Prices Policy — Whether 
or not the incomes that people receive 
are adequate to live in health and decency 
will depend in large part on the stability of 
prices. People in the weakest bargaining 
position—pensioners, low-income work- 
ers, and their families—suffer most from 
price increases, since their incomes are 
relatively fixed. Price stabilization 
measures are therefore an important 
element in overall income policy. 


The Prices and Incomes Commission 
was established in 1968 to help stabilize 
the price level by enlisting the support of 
economic interest groups -in the com- 
munity in a program of voluntary res- 
traint. Guidelines were recommended for 
the control of increases in prices and 
wages in order to promote the steady 
growth of the whole economy, and to 
protect low-income people from the 
deprivation that inflation causes. Some 
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easing of inflationary forces has been 
experienced in the past few months. 
Prices rose by about 3.6 per cent in 1969. 
During the first eight months of 1970 the 
price increase was reduced to 1.8 per 
cent. It appears that some success has 
been achieved in controlling the rate of 
price increases. 


Taxation Policy — Tax measures also 
have social objectives through their impact 
on incomes. In its White Paper on Tax 
Reform, the government proposed to ease 
the tax burden on low income groups by 
raising the levels of exempt incomes for 
single and married persons. This change 
alone will exempt about 750,000 lower- 
income people from paying any income 
tax at all. Special arrangements were also 
proposed for working mothers to deduct 
the costs of child care from their taxable 
incomes, up to $500 for each child under 
14 to a family maximum of $2,000. The 
proposed new tax rates and expense 
allowances would have the further effect 
of reducing taxes for single persons earn- 
ing incomes of up to $3,400 a year and 
married persons earning incomes up to 
$9,100 a year. Taking all the proposed 
changes into consideration, it is estimated 
that almost 3,000,000 taxpayers would 
pay lower taxes after the changes than 
under the present system. This represents 
an increase in the disposable personal 
income of a significant proportion of 
lower-income people. 


Equalization Policy - A related feature 
of fiscal policy is the federal govern- 
ment’s equalization policy providing sup- 
port for low-income provinces. Provinces 
with revenue sources that yield less than 
those of the wealthiest provinces receive 
equalization payments to enable them to 
help their people enjoy better levels of 
income that they otherwise would. These 
payments amount to about $800 million 
a year, and have a significant impact on 
the levels of living in the lower-revenue 
provinces. 


Industrial Support Policies 


Research - An important component 
of the government’s growth policies is the 
emphasis it places on scientific and indus- 
trial research activities. In the post- 
industrial society, the prosperous nation 
will be the one with advanced 
technology. To ensure economic growth 


and expansion, Canadian scientific and 
industrial research must stay abreast of 
that in other advanced countries and 
must provide skilled personnel needed for 
the development of Canada’s economy. 
Through its science policy, the govern- 
ment aims to encourage growth in scien- 
tific knowledge and technology so that 
Canadian industry can maintain and im- 
prove its competitive position in world 
markets. 

Support Policies for Selected Indus- 
tries- A number of government policies 
have been adopted which provide finan- 
cial support to particular industries, and 
therefore to the people working for them. 
The list is long and includes tariff poli- 
cies, transportation subsidies, mining sub- 
sidies, price support measures, farm mar- 
keting measures, crop insurance, farm 
assistance measures, fishermen’s indemnity 
insurance, mortgage guarantees, and spe- 
cial loans to the automotive industry or 
to any manufacturer adversely affected 
by tariff reductions. All these measures 
involve special income support for specific 
sectors of the economy. Their effect is 
to stimulate production and employment, 
to prevent lay-offs in the face of stiff com- 
petition or lost markets, or to protect 
incomes against unforeseen losses. 


Economic Expansion 

The government implemented a re- 
gional economic expansion program to 
aid the social and economic development 
of low-income regions. It is designed to 
improve employment opportunities for 
people in areas where those opportunities 
are exceptionally inadequate. It provides 
incentives for the development of indus- 
tries in such areas. In addition to creating 
new jobs for previously unemployed and 
under-employed people, the new indus- 
trial activity quickens the pace of econ- 
omic life throughout the slow-growth 
regions and thus helps to raise general 
income levels in those regions. 

Regional expansion programs are also 
directed to generating improvements in 
the social and physical environment of 
the regions of particularly inadequate 
opportunity. They finance investment in 
community infrastructures, including 
educational facilities, water and sewer 
systems, power and transportation. 

There are also cost-shared programs 
that enable the provinces to help people 


in the less prosperous areas to adjust to 
changed economic circumstances and to 
take advantage of new opportunities. 
These measures include many kinds of 
resource adjustment in rural areas as well 
as a variety of social development pro- 
grams. 

The effort to reduce regional inequal- 
ities, by economic expansion and social 
adjustment, is thus a key element in the 
government’s total social development 
policy. To the degree that it succeeds, the 
burden falling on income security pro- 
grams will be lighter and the ability of the 
productive segment of our economy to 
support those in need will be enhanced. 


Manpower Services 

Closely related to the question of 
industrial development and job creation 
are policies which facilitate a fuller and 
more efficient use of manpower and raise 
the skill levels of Canadian workers. The 
government’s manpower program has 
been greatly expanded in the past few 
years to do this task. Through its com- 
plete range of placement, adult training, 
mobility, rehabilitation, and manpower 
adjustment programs, the Canada Man- 
power Service is able to reduce levels of 
unemployment and income disparities 
and to encourage the more productive 
employment of men and women who 
would otherwise be idle and in need of 
unemployment insurance and social as- 
sistance. Thus, in addition to assisting 
workers and their families directly this 
program reduces some of the burden of 
income security expenditures borne by 
Canadians generally. 

The 350 Canada Manpower Centres 
have more than 3,000 trained counsellors 
who provide personal assistance to more 
than 2 million people each year. They 
find jobs for or place in full or part-time 
adult training more than one million 
persons. Adult training expenditures are 
running close to $300 million annually. 

For the most part, manpower services 
are directed to men and women who have 
real economic needs, and who need help 
in regaining entry to the labour market. It 
is evident that many of the people who 
use Canada Manpower Services have per- 
sistent unemployment problems. Recent 
surveys have indicated that one-third of 
all persons who register with Canada 
Manpower Centres had family incomes of 
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less than $3,000 and more than 20 per 
cent are either on welfare, or have a 
disability that limits their chances for 
employment. It is with this group that 
the interface between welfare programs 
and manpower programs is most evident. 
Rough estimates indicate that in the 
course of the year, Manpower counsellors 
are able to refer to jobs or training about 
half of these cases,—that is, more than 
200,000 individuals who would otherwise 
have no alternative but to turn to pro- 
vincial welfare agencies for help. 


Industrial Relations 

Economic security is not only a ques- 
tion of industrial development, job crea- 
tion, and retraining and placement ser- 
vices. Workers also need the assurance 
that the wages they are paid are a 
reasonable reward for the work they have 
done. To this end the federal and pro- 
vincial governments have adopted col- 
lective bargaining laws, minimum wage 
laws, and labour codes. All of these 
contribute to an economic climate in 
which workers can look forward to draw- 
ing adequate pay for their labour. 

For the industries within its jurisdic- 
tion, the federal government provides a 
framework of law and a number of 
supporting services for the collective bar- 
gaining process, which offers employers 
and trade unions representing employees 
a means of jointly determining rates of 
pay and conditions of employment. The 
process affects a large number of em- 
ployees and has a direct bearing on their 
income and the conditions under which 
they work. 

There are laws establishing minimum 
employment standards — standards 
which, with some variations, must be 
observed by all employers within federal 
jurisdiction. During the last session of 
Parliament, the government introduced 
legislation increasing the federal mini- 
mum hourly wage from $1.25 to $1.65 
and, at the same time, indicated an inten- 
tion to provide ways and means of 
ensuring that the minimum is in future 
reviewed and revised at frequent intervals. 
These changes in law and policy will 
obviously have a significant effect on the 
incomes of employed Canadians at the 
bottom end of the income ladder. The 
government plans to introduce a com- 
prehensive revision of the employment 


standards legislation, which at the present 
time deals not only with minimum wages 
but also with hours of work, overtime 
pay, annual vacations and general holi- 
days. 

There are also laws prohibiting dis- 
crimination in employment based on 
race, colour, religion or national origin 
and providing legal support for the princi- 
ple of equal pay for equal work, which is 
so important to the growing number of 
women in the labour force. Among other 
things, these provisions, which are cur- 
rently under review, provide an important 
means of ensuring that income from 
gainful employment is not denied to 
individuals for reasons that are arbitrary 
and unacceptable to the Canadian com- 
munity. 


SOCIAL POLICIES 


The effectiveness of income security 
policy will depend in part on the effec- 
tiveness of other social policies in meeting 
their goals. 

Social policies are in many instances 
complementary to and reinforce income 
security measures. This is the case with 
manpower services in relation to unem- 
ployment insurance or of health, welfare, 
and manpower services in relation to 
social assistance. The effectiveness of 
preventive and rehabilitative health and 
welfare services will determine the degree 
of independence and _ self-sufficiency 
there will be among individuals. This in 
turn will determine their ability to get 
along without income support measures. 

Other social policies have an effect 
similar to income security policies in 
providing social protection and assistance. 
For example, this occurs in the case of 
subsidized housing for low-income peo- 
ple, and hospital and medical care insur- 
ance for all. 

There are other social policies of 
course that have little or no direct rela- 
tionship to income security but which are 
particularly important to social develop- 
ment. This is true of cultural and recrea- 
tional policies which provide opportu- 
nities for children to grow into healthy 
adults and for adults to lead more satis- 
fying lives. 

These many policies draw heavily on 
resources of governments. The discussion 
here can do no more than briefly mention 


the important relationship of a few of 
these fields to income security. 


Social Welfare Services 

Welfare services have been developed 
under public and private auspices 
throughout Canada to meet a variety of 
social needs for the community at large, 
as well as to provide services for people 
on social assistance. Voluntary and reli- 
gious organizations and citizens’ groups 
initiate and provide a wide range of 
community welfare services. 

Welfare services are almost as varied as 
the problems they seek to alleviate. 
Rehabilitation services help the disabled 
and the disadvantaged back into employ- 
ment. Counselling services help families 
resolve marital discord and disagreements 
between parents and their children. 
Youth services help the young sort out 
their problems and come to terms with 
the society in which they live. Day care 
and home-maker services make it possible 
for mothers with dependent children to 
support themselves, or offer a substitute 
when one parent is sick or away. Institu- 
tional services offer care for the sick, the 
aged and those who are disturbed. 

Much of the public welfare delivery 
system deals with the administration of 
assistance payments and services for as- 
sistance recipients. Prior to the introduc- 
tion of the Canada Assistance Plan in 
1966 the federal government shared in 
costs of assistance, but not welfare serv- 
ices. Under the Plan, however, welfare 
services and community development 
were included as a means of developing 
greater emphasis on preventive and 
rehabilitative measures in provincial pro- 
grams. It is apparent that much remains 
to be done to strengthen their financing, 
to make them more adequate and acces- 
sible and to improve their delivery. 


Health Service 

A country’s health policies contribute 
directly to healthy, decent lives for all. 
The goal of health services is to obtain 
physical, mental and social well-being for 
everyone. This implies providing adequate 
health services to prevent or eliminate 
disease or infirmity, to rehabilitate those 
who become ill or infirm, and to ensure a 
healthy physical environment. 

The contribution of health services to 
the goal of a healthy physical environ- 
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ment must be obvious to all. Public 
health measures, nutrition services, and 
pollution control measures are wide- 
spread and well-known. A healthy social 
environment requires the provision of 
various rehabilitation services, and mea- 
sures to control the use of drugs. 

Health insurance programs contribute 
indirectly to the goal of adequate in- 
comes for all. By the systematic sharing 
of the risks of ill health, those who are 
healthy and working pay for the care 
of those who are ill. This relieves 
family incomes of the unexpected bur- 
den of heavy medical bills, and makes 
it more likely that the family income 
available will be adequate for ordinary 
purposes. 

Comprehensive hospital and medical 
care insurance programs go a long way in 
meeting health care needs in Canada 
today. Their significance is revealed in 
part by their cost. This fiscal year federal 
contributions to provincial programs will 
reach $1,160 million. The level of ex- 
penditure is high, and there continues to 
be a very rapid increase in costs. 


Housing 


Housing policies have implications for 
both social and economic goals — for the 
kind of environment and the adequacy of 
income. The availability of adequate 
shelter at reasonable costs is of direct 
social concern. Low-rent housing projects 
for families and housing for aged persons 
prevent shelter costs from using up too 
large a share of their budgets. Reduced 
shelter costs are thus closely related to 
income security policy. Urban renewal 
and slum clearance programs, and the 
enforcement of housing standards, im- 
prove the physical environment, while the 
provision of parks, playgrounds, recrea- 
tional and neighbourhood facilities in 
housing developments and _ renewal 
schemes improve the social environment. 


Education 


Education policies contribute directly 
to the ultimate social objective through 
their impact on our life styles, and on our 
social environment. One of the major 
goals in a democracy is to have an 
educated, well-informed society. For this, 
children must be given the opportunity to 
grow and mature into useful citizens, and 


adults must be able to live as inde- 
pendent, self-reliant people. Educational 
programs are designed to prepare children 
for life in a democracy, and to help older 
people towards a fuller enjoyment of 
life. But educational policies also con- 
tribute indirectly to the objective of 
adequate incomes for all. This is one of 
the goals of those educational programs 
that are designed to teach youths the 
vocational, technical and _ professional 
skills they will need tomorrow, and to 
retrain adults whose skills have suffered 
from technological change. The heavy 
and steeply rising costs of education are 


being felt by all governments. Federal 
government expenditures on _ post- 
secondary education this fiscal year will 
amount to approximately $750 million. 


INCOME SECURITY IN 
PERSPECTIVE 


The foregoing discussion provides an 
overall view from which income security 
can be considered. It can be seen that 
from one perspective it is part of a range 
of economic policies designed to raise or 
maintain income. From another perspec- 
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tive, it is part of a broader set of social 
policies. These several policies all have a 
role to play in ensuring that Canadians 
have sufficient income and a satisfactory 
social and physical environment to be 
able to live in health and decency. These 
policies place heavy and competing de- 
mands on the resources of governments. 
Moreover, policies that help one person 
to improve his lot in life may prevent 
another person from realizing his goals. 
The problem is to reach agreement about 
what should be done, in what way, by 
how much, and how the costs should be 
distributed. 


CHAPTER 4 


OBJECTIVES OF INCOME 


SECURITY AND THE 
FEDERAL ROLE 


bee sets of policies have been iden- 

tified: growth and stability policies, in- 
come protection policies, and income 
support policies. All have relevance to 
income security needs and issues. Within 
these more general objectives and policies 
the narrower range of income security 
policies should now be considered. What 
are the objectives and guiding principles 
upon which these policies are based? 
What are the instruments of policy or 
social techniques available to carry out 
these policies? What is the federal gov- 
ernment’s role? 

Income security in the context of this 
Paper relates to income maintenance or 
cash benefit programs. These are the 
programs which are normally a part of a 
country’s social security system. Inti- 
mately related to those programs are 
manpower, health, welfare and rehabili- 
tation services. 

Two income security objectives are 
relevant to the selection of income secur- 
ity policies. One is the income protection 
objective. The other is the income support 
objective. 


INCOME SECURITY OBJECTIVES 


1. The income protection objective is to 
provide social protection to compen- 
sate for exceptional loss of earning 
power and thereby to reduce financial 
hardship and poverty. The purpose is 
to make available an orderly and 
regular basis for the majority of peo- 
ple in the labour force to provide for 
their social insurance protection. It 
should make income flow more even 
and more secure. It involves protec- 
tion against social risks such as unem- 
ployment, sickness, death of bread- 
winner, disability and old age. 

2. The income support objective is to 
help those in poverty. The purpose is 
to alleviate poverty and reduce de- 
pendency among those who have 


either no means or very limited means 
of support from earnings, income pro- 
tection measures, or other sources. It 
should reduce the number of persons 
in poverty, or the degree to which 
people are poor, during the current 
period. It involves income maintenan- 
ce payments and related services. 

Successful policies in meeting the first 
objective will reduce the extent of future 
poverty and thereby limit the demands 
on programs directed towards the second 
objective. Many of those now receiving 
social insurance benefits arising out of 
participation in social insurance during 
some previous period are being kept out 
of poverty at the present time. 

The needs of people who now live in 
poverty are clearly those of greatest 
priority. Canadians should not contemp- 
late continued deprivation and lack of 
opportunity being experienced by many 
people already dependent on income 
security. The Government considers that 
additional measures for the alleviation of 
poverty should be instituted as soon as 
possible as a first step in a well-defined 
and unified conceptual approach that will 
lead in time to the provision of a decent 
measure of security for all people. The 
majority of people who enjoy greater 
security and affluence have been sharing 
their gains with the less affluent. They are 
undoubtedly prepared to do more in this 
direction provided they can be assured 
that their contributions are used humane- 
ly and efficiently. 

A substantial percentage of the po- 
pulation living in the lower income 
brackets confronting severe material, 
social and environmental pressure, en- 
tertains legitimate worries about the 
future. They see that the income 
security now available may be insufficient 
to avert for them a descent -into poverty 
if the family crises of unemployment, 
sickness, disability, death or desertion 
strike. The Government considers that 
additional measures to enhance and 
strengthen the feeling and reality of 
income security for this category of 
people are now desirable. A greater de- 
gree of personal security will help to free 
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their minds and energies for the op- 
portunity of a fuller life. 

The income security system must be 
modified and changed if these objectives 
are to be fulfilled. Conditions of poverty 
must be alleviated. The protection avail- 
able to persons who may otherwise end 
up in poverty in the future must be 
increased. 

The instruments of policy or social 
techniques available to assist in achieving 
these objectives include: social insurance, 
demogrants, guaranteed income and social 
assistance. Each instrument provides for 
income security in a different manner 
and with different results, 


Each has its advantages and disadvanta- 
ges. When a number of techniques are 
employed, income security policies 
should be designed to use these instru- 
ments in the most effective combination 
to achieve the objectives of the income 
security system. The relative importance 
of these different techniques in the total 
system should be adjusted in response to 
changing priorities and to different stages 
of social and economic development. 

In pursuing these income security 
objectives there are a number of guiding 
principles as well as jurisdictional ques- 
tions that must be taken into account in 
the development of income security poli- 
cies. The more important of these are 
discussed below. 


GUIDING PRINCIPLES 


Income Security and Social and 


Economic Development 


Economic stability and growth are 
the base upon which social develop- 
ment depends. Economic policies help 
to generate a higher level of income 
out of which can come both an im- 
proved standard of living and the 
resources necessary to finance social 
development measures. 

Expenditures on income security 
affect human beings and human rela- 
tionships. They alleviate suffering and 
hardship and improve the level of 
living of people at time of crisis or 


continuing need. Income security also 
has a preventive and rehabilitative 
aspect in human terms as well as in 
social cost. For example necessary 
support at the right time may avoid 
individual or family breakdown. In 
economic terms it is an investment in 
human resources which has its own 
return. Also, the flow of income 
maintenance payments to people who 
have a high marginal propensity to 
consume can provide a measure of 
economic stability. 

Economic progress does not in 
itself ensure that income security and 
other social problems will be solved 
through higher levels of incomes. Nor 
can social problems be set aside until 
the country becomes more and more 
affluent. While economic growth is 
being pursued, other social problems 
including those relating to income 
security must also receive attention. In 
developing proposals in this and other 
social fields the government must 
strike a reasonable balance between 
the complementary needs of social and 
economic development and must en- 
sure a fair distribution of the benefits 
of economic growth. 


Scope and Level of Income Security 
Protection 


The income security system should 
afford protection to all Canadians. 
This means the broadest possible 
coverage under social insurance pro- 
grams and access to other income 
maintenance measures on the basis of 
income and need. 

Since income security is com- 
plementary to the personal provision 
of income support, the goal in meeting 
social protection should be to leave 
incentive for the individual to build his 
or her own additional protection. At 
the same time it should be adequate 
enough to keep as many as possible 
from falling into poverty. The goal in 
meeting social need where people have 
little or no other income should be to 
provide sufficient income to maintain 
the individual and his family in health 
and decency. 


Income Security and Employment 


People who can work should be 
expected to provide for themselves 
and their families. Government should 
endeavour to maintain high levels of 
employment through growth and 
stability policies, require employers to 
pay adequate minimum wages and 


provide adequate income protection 
and support measures. People who are 
unemployed should be provided with 
services designed to assist them to get 
back to work. 

The income security system should 
be flexible enough to adequtely span 
the vast array of individual and family 
circumstances. At one point, it may 
require the denial of benefit as in the 
case of the unemployment insurance 
applicant who refuses suitable 
employment while at another point it 
may necessitate humanitarian support 
as in the case of a social assistance 
recipient who lacks skills and motiv- 
ation to work. In the case of income 
security measures for people who can 
no longer be gainfully employed or 
who have low earnings potential, such 
as the aged or disabled, the question of 
willingness to work does not arise. 


Adequate Appeals Procedures 


Within an income security system 
rights to benefit are related to a 
number of qualifying conditions 
including previous contributions, 
means, need, income, age, residence or 
other requirements. These broad con- 
ditions of qualification establish the 
right to benefit and there should be 
adequate appeals procedures to pro- 
tect that right. 


Administration 


The basic purpose of income se- 
curity administration is to ensure that 
people receive the benefits to which 
they are entitled under the various 
programs. The administration should 
make information on programs readily 
available, provide for simplicity of 
procedures, ensure fair and prompt 
decisions, deal with applicants and 
beneficiaries in a courteous manner, 
and afford access to appeal from 
administrative decisions. Since federal, 
provincial and municipal agencies are 
involved in a number of different 
income security programs, continuing 
efforts must be made to promote 
co-ordination and efficiency. 


JURISDICTIONAL ASPECTS AND 
THE FEDERAL ROLE 


The development of income security 
programs in Canada has been influenced 
by a number of factors over the years. 
One of the most fundamental of these has 
been the lack of clarity in the constitu- 
tional arrangements affecting federal and 
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provincial jurisdiction. This has had its 
effect on the structure of social security 
and has resulted in jurisdictional problems. 
These constitutional provisions and 
jurisdictional questions have to be taken 
into account in considering the objectives 
described above and the federal role in 
relation to them. 

The federal position on the distribu- 
tion of powers in this field was set out in 
1969 in the Government of Canada’s 
working paper on the constitution en- 
titled: Income Security and Social Serv- 
ices. Therefore this important matter is 
not discussed in any detail here. Proposals 
put forward in this White Paper are 
consistent with existing constitutional 
powers and with federal proposals for the 
future constitution. An effort has been 
made to minimize and if possible avoid 
controversy over jurisdictional questions 
which would only serve to delay much 
needed changes. 

At the present time federal and pro- 
vincial governments are involved in the 
following ways in administering and fi- 
nancing income security programs. 


Social Insurance 

Federal —Unemployment Insurance, 
Veterans’ Pensions, Canada 
Pension Plan. 

Provincial —Workmen’s Compensation, 


Quebec Pension Plan (com- 
parable to and co-ordinated 


with the Canada Pension 
Plan). 

Demogrants 

Federal —Old Age Security, Family 
Allowances and Youth Allow- 
ances. 

Provincial —Quebec Schooling Allowances 


(involving special financial 
arrangements with the federal 
government) and supplement- 
ary family allowance programs 
in Quebec and Newfoundland. 


Guaranteed Income 


Federal —Guaranteed Income Sup- 
plement for the aged. 

Social Assistance 

Federal —War Veterans’ Allowances and 
social assistance for Indians on 
reserves and Eskimos, 

Provincial —Provincially administered 


programs operated by the ten 
provinces and two territories, 
but including federal participa- 
tion through federal-provincial 
agreements under federal legis- 
lation for programs such as the 


Canada Assistance Plan, 
Unemployment Assistance and 
Blind and Disabled Persons 
Allowances Acts. (The federal 
government contributes to the 
cost of provincial programs; in 
the case of Quebec, there are 
special financial arrangements 
with the federal government). 


Having regard to the constitutional 
situation and jurisdictional problems in 
Canada, how can the federal government 
carry out its responsibilities in relation 
to the two income security objectives 
set out above? 


The development of one comprehen- 
sive income security system is not possi- 
ble under these circumstances. This 
would be possible in a unitary state. 
However, in a federation which has 
already developed a number of programs 
under different jurisdictions, it is im- 
portant that the system be co-ordinated 
where necessary to minimize its com- 
plexity and to eliminate any areas of 
overlap. 


These objectives can take on their full 
dimension only if there is co-operation 
between federal and provincial govern- 
ments. The federal government cannot 
reach these objectives by itself. Nor can 
the provincial governments by them- 
selves. There are areas where each 
government must bear responsibility for 
initiative and action on its own. There 


are other areas where co-operative plan- 
ning and action are indicated. 


What is the federal role in working 
towards these income security object- 
ives? First, the federal government 
should endeavour to make income 
security measures for which it is res- 
ponsible more effective in reducing 
poverty now and in the future. Second, 
the federal role invoves co-operating 
with the provinces in their efforts to 
make income security measures for 
which they are responsible more effect- 
ive. 


The nature of the federal role with 
respect to co-operation is affected by 
very basic jurisdictional questions. Take, 
for example, social assistance, the most 
basic of all anti-poverty programs. While 
the federal contribution to social assist- 
ance has been considerable in terms of 
financial assistance, consultant services, 
demonstration projects and various co- 
operative efforts, only a few general 
conditions have been required of the 
provinces under federal-provincial agree- 
ments with respect to federal law. The 
federal government faces conflicting 
views as to its role. On the one hand, 
there is the suggestion by some that 
federal sharing should be increased, 
particularly for low income provinces, 
and by others, that federal conditions 
should be-more specific and demanding. 
On the other hand, there is the opposite 


suggestion that this type of shared cost 
program should be discontinued so that 
there would be no federal involvement 
with the operation of provincial pro- 
grams. This would be accomplished by a 
realignment of financing to replace 
federal contributions. Some kind of 
intergovernmental arrangement would be 
required to ensure that barriers to the 
mobility of people would not be erected. 
The implications of these two approach- 
es are different for different provinces 
and regions. This has been pointed out 
to illustrate that the federal role in 
relation to programs operated by the 
provinces is not a simple one. 

The federal role involves co-operating 
with the provinces in bringing about 
greater co-ordination, particularly at the 
points where income security programs 
overlap. Co-ordination of planning and 
of policy development has been success- 
fully achieved on some occasions. There 
are also notable occasions when it has 
not. It is hoped that this White Paper 
will afford an opportunity to strengthen 
efforts at co-ordination of policy and 
administration. 

In summary, the federal government, 
working towards the social objectives 
identified above, can act through federal 
measures that make payments to people 
and through co-operative efforts with 
the provinces both with respect to pro- 
vincial measures and to the co-ordination 
of federal and provincial efforts. 


CHAPTER 5 


THE EXISTING SYSTEM 


AND ITS DEFICIENCIES 


Paes the easiest way to come 
quickly to grips with a system that is 
now composed of a number of different 
elements is to arrange these elements in 
three levels in terms of their function. 
In this way it is possible to indicate the 
broad manner in which millions of Cana- 
dians are protected by various programs. 


LEVELS OF PROTECTION 
AND SUPPORT 


Level One — Income Protection 


This consists of the social insurance 
programs and related demogrants such as 
Unemployment Insurance, the Canada 
and Quebec Pension Plans, Old Age 
Security, Family Allowances, Youth 
Allowances, Veterans’ Pensions and 
provincial Workmen’s Compensation. All 
these programs are designed to provide 
income support to those categories of 
people who meet certain eligibility re- 
quirements, without regard to their 
current incomes from other sources. 

For the past 30 years Unemployment 
Insurance has provided a large portion of 
Canadian employees with protection 
against interruption of earnings due to 
unemployment. The Canada Pension 
Plan and its nearly identical counterpart 
in Quebec cover between them the great 
majority of Canadians including the self- 
employed as well as employees. This 
system provides retirement benefits, pro- 
tection against disablement, death bene- 
fits and benefits for the widows and 
children of deceased contributors. 

Level One contains additional pro- 
tection along the following lines: Old 
Age Security — a universal payment or 
demogrant to all persons age 65 and 
over, which comes to $79.58 per month 
during 1970. Family Allowances — a 
universal payment or demogrant to all 
mothers or guardians of children, which 
stands at $6 a month for children aged 
under 10; and $8 a month for those 10 
to 15 years. Quebec provides supple- 
mentary family allowances. Youth 
Allowances — a universal payment of 
$10 per month to youths age 16 and 17 
upon provision of proof that they are 


still receiving their education or are 
unable to do so because of disability. 
This federal plan is operative in nine 
provinces. Quebec has its own counter- 
part, Schooling Allowances, the fore- 
runner of this program. 

Veterans’ Pensions are paid to persons 
who were injured while serving their 
country, and to the survivors of those 
who died. 

While they are not really a part of the 
income security system, hospital and 
medical care insurance plans which now 
cover most Canadians deserve consider- 
ation as part of level one. Costs of 
hospitalization and medical care are a 
major cause of precipitating families and 
individuals into poverty where this type 
of protection does not exist. 

Thus, these various programs provide 
among themselves certain levels of 
income below which Canadians under 
certain circumstances cannot fall. And, 
naturally, they serve to supplement 
personal savings, and private pension and 
insurance arrangements. 

Moreover they are particularly ger- 
mane in their application to the lower 
and middle income brackets of the popu- 
lation. For instance, the earnings ceiling 
under the Canada Pension Plan during 
1970 is $5,300 — that is the highest 
amount upon which the benefits could 
be calculated. This produces low levels 
of benefit which are relatively small to 
the person of affluent means, but can 
mean the difference between poverty 
and non-poverty to the person with 
more limited resources. 


Level Two — Guaranteed Income 


This is the level at which income 
support is provided to people whose 
incomes from other sources fall below 
designated amounts. Today it contains 
but one element — the Guaranteed In- 
come Supplement for Old Age Security 
recipients. 

Other persons in need, the disabled, 
widowed and deserted mothers and their 
children, and additional categories of 
people who are long-term unemployed 
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and unemployables, fall directly from 
Level One to social assistance at Level 
dihree? 

The condition of the aged is sub- 
stantially better. The Guaranteed In- 
come Supplement for persons receiving 
Old Age Security amounts to $31.83 per 
month maximum in 1970, and is paid 
upon the basis of an annual declaration 
of income coincident with the taxation 
system. This supplement, and OAS itself, 
are subject to a maximum increase of 2 
per cent per year based on the Pension 
Index which reflects the cost of living. 
The result is that people aged 65 or over 
in Canada in 1970 receive a monthly 
income from all sources of not less than 
$111.41 per month. The program, 
introduced in 1967 as a transitional 
measure to apply to persons who receive 
little or no protection from the Canada 
and Quebec Pension Plans, greatly 
lessens the dependence of more than 
800,000 older people on social assist- 
ance. However, GIS under present 
legislation is limited in that its provisions 
do not apply to persons born later than 
the year 1910. 


Level Three — Social Assistance 


Social assistance is the last resort for 
the persons whose needs are not ade- 
quately met either by their own efforts, 
by the programs under Levels One and 
Two, or by a combination of these. As 
indicated above, about 1.2 million 
persons are receiving full or partial 
maintenance under social assistance 
programs. They are administered sepa- 
rately by each province (which esta- 
blishes levels of benefits) but are fi- 
nanced 50 per cent by the federal 
government through the Canada Assist- 
ance Plan. Social assistance and services 
are provided on the basis of a calculation 
of the needs of the individual or family, 
a process which requires a detailed 
investigation on the part of the admin- 
istering authority. 

In addition, certain other low income 
people are covered by blind persons’ 
allowances and _ disabled _ persons’ 
allowances based on a means test. Finally, 


there are the War Veterans’ Allowances 
for qualified veterans in need, and federal 
social assistance to Indians and Eskimos. 

In the private sector, of course, a 
valuable contribution is made by various 
charitable organizations which often 
provide shelter, food and clothing, and 
social services to people in poverty or 
afflicted by sudden family disaster. 

To assess the existing income security 
system and its deficiencies it is helpful 
first to review briefly the four income 
security techniques or instruments of 
policy that are used. These are identified 
in Chart II. What is their purpose and 
what can they achieve? 


THE FOUR INCOME SECURITY 
TECHNIQUES 


Social Insurance — 


The rights of individuals to bene- 
fits under this technique are linked 
with previous contributions or earn- 
ings or coverage under the program. 

Coverage is compulsory except for 
certain specified exempted em- 
ployments or occupations. The 
objective of this type of instrument is 
to provide benefits to replace part of 
the loss in the contributor’s income 
arising from different contingencies 
such as unemployment and old age. 
Social insurance programs are financed 
from contributions which are set aside 
in a special fund kept separate from 
other government accounts. All 
benefits are paid in turn from this 
fund. 

The words social and insurance are 
both important. There is an insurance 
element in this mechanism whereby 
risks are permitted to be pooled and a 
relationship between the benefits and 
previous earnings, contributions and 
coverage is maintained. 

The social element introduces 
internal subsidies into the system and 
distinguishes it from private insurance. 
For example, this may occur between 
younger and older contributors under 
a retirement insurance plan. 

Social insurance for short-term 
protection needs is complementary to 
social insurance protection for 
long-term needs. They are admin- 
istered as separate systems and deal 
with different contingencies. In both 
systems contributions are made by 
people in the labour force. The former 
system (Unemployment Insurance) is 
designed to afford protection for people 
who remain in the labour force but 


whose earnings have been temporarily 
interrupted because of unemployment. 
The latter system (Canada and Quebec 
Pension Plans) is concerned with pen- 
sions for people who for the most part 
are out of the labour market and whose 
loss of income is associated with per- 
manent and prolonged disability, death 
of breadwinner and old age. 

A third type of social insurance 
system provides for the payment of 
compensation to workmen in covered 
occupations for work-connected 
injuries and diseases. Employers in 
covered occupations finance the 
program through contributions to a 
fund administered by a public body 
(The Workmen’s Compensation Board) 
which in turn pays benefits due. 
Benefits paid for disability are 
expressed as a percent of the average 
earnings of the injured worker during a 
short period prior to his injury. 
Pensions are paid also to the widows 
and orphans of covered workers who 
die as the result of an employment 
injury. Somewhat similar to Work- 
men’s Compensation are Veterans’ 
Pensions. In this instance, the State 
assumes the employers’ liability and 
undertakes to pay disability and 
survivors’ pensions in relation to 
service-connected disability and death. 
Benefits are a form of compensation 
for loss of some body function or of 
life. 


Demogrants or Universal Payments — 


Under this technique benefits are 
paid to all those in a certain age 
category, with residence being the 
only other qualifying condition. 
Payments are financed either from 
general revenue or earmarked taxes. In 
Canada, it has been used for children 
under 18 (Family and Youth Allow- 
ances) and for the elderly 65 and over 
(Old Age Security). Benefits may or 
may not be assessed as taxable income. 


Social Assistance — 


The social assistance technique 
depends on a test of need (social 
allowances) or means (blind and 
disabled persons’ allowances) to 
establish eligibility. Benefits are 
financed from general tax revenues. It 
may include the provision of health 
and welfare services as well as 
assistance payments. The needs test 
involves an assessment of individual 
and family budgetary requirements as 
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well as available resources to 
determine the scale of benefits 
provided. The means test involves an 
investigation of income and assets; 
since assistance is provided only up to 
a predetermined level no account is 
taken of budgetary need. Under both 
types of assistance, eligibility is limited 
by the level of assets. 


Guaranteed Income — 


This is the name applied to a new 
type of income-related payments. 
Under this technique the level of 
benefit paid is related to the income of 
the beneficiary. In determining 
income, the concer is with income 
received in a given period. Assets are 
considered only to the extent that 
income derived from them is counted. 
Eligibility through an income test is 
related to the income tax system 
rather than to the social welfare 
system. There are a number of 
methods for providing guaranteed 
income payments. Two of these are 
known as negative income tax and 
social dividends. 


(a) Negative income tax 


Negative income tax involves paying 
benefits to families and individuals 
whose incomes fall below prescribed 
income levels. These levels could either 
be the income-tax exemption levels or 
some other minimum income 
standard. 


The benefit payments are calculated 
to fill all or part of the gap between 
actual income and the minimum 
income standard, or the unused tax 
exemptions to which a non-taxpayer 
would be entitled if he paid tax. 

Negative income taxation involves 
the prior application of an income test 
to determine eligibility for and the 
amount of the benefit. 


(b) Social dividend 


The social dividend is a flat-rate 
benefit paid to every eligible person, 
but recovered in whole or in part from 
those with incomes above a fixed level. 


It may be paid to everyone without 
reduction, and then recovered through 
a tax which takes into account the 
income of the recipient.Or it may be 
reduced prior to payment using an 
income test. 
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EXISTING PROGRAMS AND 
THEIR MAJOR DEFICIENCIES 


It is useful now to review the various 
income security programs that use these 
different instruments of policy to 
ascertain the extent to which these 
programs are meeting the full potential of 
the technique being employed and to 
identify some of the main deficiencies of 
the programs in relation to the two 
income security objectives. 


Social Insurance 
The social insurance approach to 
income security has considerable 


acceptance because people are concerned 
that the possible loss of job, death of 
breadwinner, disability or other 
contingency may result in the individual 
or the family being pushed into poverty. 
They are concerned, too, about having 
sufficient income at time of retirement. 
Under this approach, for contributions 
made protection is afforded. Those 
protected prefer to obtain their benefits 
on the basis of their contributions to the 
program rather than to receive aid on the 
basis of a needs test as under social 
assistance or an income test as under the 
guaranteed income. Internal subsidies fav- 
our some groups, for example, low income 
and older contributors. Others find the 
graduated benefits preferable to the flat 
rate demogrant because there is some gen- 
eral relationship to previous earnings levels. 

Social insurance administration is not 
simple. It requires the maintenance of a 
large volume of records and _ the 
application of benefit formulas that add 
to the complexity of administration. 
However, much of this problem has been 
reduced through the use of computers. 
While this reduces the magnitude of the 
administrative problem, contributors and 
beneficiaries still find it complex. It is 
often not easy for the applicant to 
determine how much he or she will 
receive in benefits. 

One of the shortcomings of social 
insurance is that some people are not 
covered. Also for various reasons, such as 
low or intermittent earnings, the level of 
benefit proves inadequate for a 
considerable number of those covered. 
This technique, if used to its full 
potential in terms of coverage and 
adequacy of benefit, can prevent many 
persons and families from falling into 
poverty but it cannot give sufficient 
protection to the worker with inadequate 
earnings. 


The two main federal programs that 
provide short-term benefits and long-term 
pensions through the social insurance 
technique are Unemployment Insurance 
and the Canada Pension Plan. What are 
some of their major deficiencies? 

In the case of Unemployment 
Insurance, the scope of income security 
protection available against interruption 
of earnings for temporary or short-term 
periods has not been fully utilized. The 
coverage under the program has been 
substantial but it has not been 
comprehensive. Also, the measure has 
been limited to the main contingency, the 
interruption of earnings from lack of 
work. As a result, interruption of earnings 
because of illness, has been met only in a 
marginal way and no provision has been 
made in the case of maternity. 

The other main social insurance 
instrument provides long term protection. 
The Canada and Quebec Pension Plans 
have comprehensive coverage of the la- 
bour force so that protection is being 
extended as far as possible. They already 
cover all the contingencies for which 
this type of program is designed. 


The level of income security protec- 
tion under these two programs needs to 
be improved. In the case of Unemploy- 
ment Insurance the percentage of provi- 
sion now being paid is criticized as being 
too low. The same deficiency applies to 
the levels of benefits under the Canada 
Pension Plan. While retirement benefits 
could be higher, the main criticism is the 
relatively low protection for survivors and 
the disabled. It is not possible for most 
such beneficiaries to maintain themselves 
for long on these benefits. This is parti- 
cularly serious since disability or widow- 
hood may last for many years before the 
person has higher benefits available 
through the Guaranteed Income Supple- 
ment at age 65. Under existing benefits 
levels most of these beneficiaries have to 
resort to social assistance. 


Retirement benefits under the existing 
Canada Pension Plan will take many years 
to reach their full potential. There is a 
ten-year transitional period during which 
retirement benefits are at reduced levels; 
for each year as a contributor the bene- 
ficiary receives one-tenth of what would 
be the full benefit payable. Thus, it is not 
until 1976 that those retiring will begin 
to receive full benefits. It will be two to 
three decades from now before the great 
majority of retired pensioners will be 
getting full benefits from the program. In 
the meantime, this will mean heavier 
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reliance on the Guaranteed Income 
Supplement. 

The contributory earnings ceiling of 
the Canada Pension Plan has not kept 
pace with the rapid rise in wages. This has 
had a depressing effect on the whole 
benefit structure. Maximum benefit levels 
are too low to bear a satisfactory relation- 
ship to current earnings levels; for 
example, average industrial wages exceed 
$6,400 a year while the earnings ceiling is 
$5,300. This is having a serious impact 
not only on the levels of retirement 
pensions but also on the levels of sur- 
vivors’ and disability pensions. Future 
benefits for persons at the ceiling or 
above will reduce steadily in value in 
relation to their earnings as the years go 


by. 


The existing provision for the disabled 
contributor is criticized because the 
disability pension has been geared to a 
single person and does not adequately 
meet the situation where the disabled 
pensioner has a family. While a benefit is 
provided for dependent children there is 
no such provision for his wife. Also, the 
benefit for a child of a disabled con- 
tributor is discontinued when the 
disabled person reaches age 65. 


The 2 per cent limitation on escalation 
under the Pension Index under the 
Canada Pension Plan has been criticized 
because of its effect on pensions already 
being paid. It should be noted, however, 
that those now receiving these retirement 
benefits are obtaining very substantial 
pensions in relation to the contributions 
they have made. This arises from the fact 
that internal subsidies under the plan 
have heavily favoured those who were 
near retirement age at the time the plan 
came into operation. 


To be eligible for Unemployment 
Insurance the applicant or beneficiary 
must be available for work and be pre- 
pared to accept suitable employment. 
The existing program could be structured 
so as to provide more intensive efforts in 
getting beneficiaries back to work 
through counselling services and the de- 
velopment of a stronger link between un- 
employment insurance and the various 
manpower services designed to assist the 
unemployed to obtain employment. 


Both Unemployment Insurance and 
the Canada Pension Plan include the basic 
right of appeal and appeals procedures to 
protect that right. There has been little or 
no criticism in this area although the 


benefit appeals procedures under the 
Canada Pension Plan could be improved. 

There is need for co-ordination bet- 
ween these two social insurance systems 
and the two public compensation pro- 
grams — Workmen’s Compensation and 
Veterans’ Pensions. Duplication of 
benefits at overly generous levels is not a 
problem of any consequence at the 
moment. However, this is a matter that 
will have to be dealt with for the years 
ahead. If, for example, survivors and 
disability pensions under the Canada 
Pension Plan are raised, the problem takes 
on added importance. 

An assessment of social insurance as an 
instrument of policy indicates that it does 
provide an acceptable means of providing 
social protection for a large sector of the 
population to supplement their private 
provision for a wide range of contin- 
gencies: unemployment, sickness, mater- 
nity, disability, death of bread-winner 
and old age. Used to its full potential this 
technique can prevent many persons and 
families from falling into poverty. Even 
with comprehensive coverage, internal 
subsidies to meet social objectives, and 
improved benefit levels the social in- 
surance technique cannot aid those who 
are not covered or adequately assist those 
who have low eamings. The social in- 
surance technique requires back-up from 
social assistance or from a combination of 
guaranteed income and social assistance. 


Demogrants or Universal Payments 


The demogrant or universal payment is 
an acceptable approach to income se- 
curity insofar as most beneficiaries are 
concemed because conditions of eligibili- 
ty involved are simple and require only 
the establishment of facts such as age and 
residence. The equity is appealing; 
everyone is treated alike. Benefits are 
received, without question, as of right. 
The administration of the demogrant or 
universal payment is relatively simple and 
inexpensive. 

This is a high cost technique because 
the same benefits are paid to people with 
high incomes as to those with low in- 
comes, For any given level of allocation 
of resources for income security the 
demogrant is a more inefficient anti- 
poverty too! than the social assistance 
or guaranteed income techniques. 

The main criticism of Family Allow- 
ances and Old Age Security has been 
twofold. On the one hand, the benefits 
are considered to be too low and, on the 
other, the programs are said to be too 


costly having regard to the pressing needs 
of low-income families and _ elderly 
people. What is the situation concerning 
costliness? In the fiscal year 1969-70, 
$2.2 billion was paid out in old age 
security pensions and family and youth 
allowances. This represented 50.5 per 
cent of all income security payments. An 
additional $1 a month under family 
allowances would add an $82 million 
expenditure. An additional $10 a month 
under old age security would add a $206 
million expenditure. 

Having in mind the two income secu- 
rity objectives and the priority needed for 
those now in poverty, some _ basic 
questions need to be considered. Is the 
demogrant or universal payment too 
expensive to be extended and developed? 
Are there more pressing demands on 
funds available in the income security 
system? Should these demogrants be 
converted to guaranteed income pro- 
grams? These possibilities will be con- 
sidered in Chapter 6, Alternative 
Approaches. 


Guaranteed Income 


The guaranteed income technique can 
be approached either as a basic provision 
which would replace social insurance and 
demogrants or be used in combination 
with them. This discussion at this stage 
relates to some general observations 
about the approach and some specific 
comments on deficiencies that exist in 
the Guaranteed Income Supplement for 
the aged, the one instance where the 
technique has been used. 

In terms of the most efficient alloca- 
tion of a given level of financial resources 
to meet individual needs of persons who 
have little or no income, the guaranteed 
income technique is more effective than 
the demogrant and social insurance 
techniques but less effective than social 
assistance. In terms of acceptability to 
the recipient it is better received than 
social assistance but less acceptable than 
the demogrant or social insurance. In the 
case of social insurance, the receipt of a 
benefit on the basis of previous contri- 
butions seems to give this technique a 
special status. In comparison to social 
assistance, the guaranteed income is much 
preferred because it avoids detailed 
investigation into personal matters of 
budgetary needs and how money is to be 
spent. Income can be assessed in a much 
more impersonal way for the majority of 
cases. 

The effect on incentives, administra- 
tive problems and the absence of any 
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relationship between income payments 
and social services for persons in need are 
among a number of questions that are 
raised in connection with this approach 
and discussed in the next chapter. 

The main criticism of the Guaranteed 
Income Supplement for the aged is that 
the supplement is too low where this is 
the only source of income for bene- 
ficiaries. Closely related to this is the 
difficulty faced by single old people and 
married pensioners living alone because 
they receive only half the amount that is 
paid to pensioner couples living together. 

There has been criticism, too, because 
the GIS program is only an interim 
measure for those who could not be 
provided with full protection under the 
Canada and Quebec Pension Plans. It is 
suggested that the guaranteed income 
payment should be recognized as a 
permanent feature for old age income 
security. 

The experience with the guaranteed 
income technique under GIS has revealed 
a number of shortcomings that need to be 
corrected. These include the question of 
overpayment recoveries, the treatment of 
married couples living apart either vo- 
luntarily or involuntarily, the limitation 
on the extent to which the option to 
retire can be used, and the need for a 
special option for the retiring spouse not 
yet a pensioner who has been working in 
the past year. More details on these 
shortcomings are contained in Appen- 
dix I. 

Finally, there is criticism of the 2 per 
cent limit on the automatic escalation of 
the supplement in line with increases in 
the cost of living. This raises the question 
of whether benefits should be adjusted 
periodically by legislative action or 
through automatic escalation. The policy 
followed to date has been to provide 
automatic escalation for what might be 
regarded as modest price increases, 
leaving for legislative change necessary 
adjustments in response to abnormally 
large price increases. 


Social Assistance 


Social assistance is the traditional 
approach for dealing with proverty. It is 
the least costly method of meeting the 
individual needs of each beneficiary. For 
a given allocation of resources directed 
towards income security it can do the 
most for those who have little or no other 
income to meet their basic needs. At the 
same time, it is the least acceptable 
method to recipients. The stigma of poor 
relief and the dole still lingers and is often 


reinforced by humiliating procedures and 
policies, the insufficiency of assistance 
available and the fear of arbitrary denial 
of benefits, as well as community atti- 
tudes. In social assistance where indivi- 
dual need must be determined and social 
services may be required also, the 
administrative process is much more 
difficult and costly than under the other 
techniques. 

Assistance based on a needs test is the 
main vehicle through which needy Cana- 
dians are aided both with respect to 
income payments and social services. 
There are some deficiencies in the federal 
government’s program, the Canada 
Assistance Plan, through which it gives 
support to the provincial programs, but 
the main deficiencies relate to the limita- 
tions of the social assistance technique 
itself and to the way in which social 
assistance is provided under provincial 
and local programs. 

Sometimes more is expected of this 
approach than is possible for it to 
achieve. Concern about poverty today 
extends to workers who are normally 
employed but receive low wages. These 
workers and their families are sometimes 
referred to as the working poor. Within 
this low income group adequate 
minimum wage legislation is helpful but 
only reaches those who would otherwise 
ear less than the minimum. Low cost 
and low rental housing can assist. 
Hospital and medical care insurance are 
helpful. Payments for children, whether 
through a demogrant such as Family 
Allowances, or through a guaranteed 
income payment such as an income 
related family allowance program, can 
help those workers who have families 
with children. Social assistance is often 
criticized for not reaching this group but 
in fact it is limited in the extent to which 
it can help low income workers. 


Criticisms of the federal program have 
been of two types. One is that the federal 
law does not lay down more definite and 
detailed conditions with respect to 
matters such as the nature of the right to 
assistance, the adequacy of assistance and 
administrative and appeals procedures. 
The other, which is made by some of the 
provinces, is that higher federal sharing 
should be provided in relation to higher 
rates of dependency including un- 
employment and in relation to higher in- 
than out-migration. Other concerns relate 
to the equity of sharing among provinces 
as it is applied to institutional care. 


Criticisms of provincial and local 
assistance are many. In some jurisdictions 
they apply, in others they do not. This 
brief sketch can only touch on some of 
the major inadequacies of the assistance 
system without attributing them to any 
particular province or community. 

Many people on assistance have little 
knowledge about their entitlement under 
the law. Information about assistance 
programs is often meagre. Applicants and 
recipients often have difficulty in finding 
out the nature of the aid they may 
receive. Many people who could clearly 
establish their need do not get it. Quite 
often budgetary limitations force 
administrators to use administrative 
means to ration funds available and cut 
down on needed benefits. Many people 
genuinely in need do not get enough. 


The way in which recipients are dealt 
with is often humiliating to them. In- 
sufficient effort has been made to sim- 
plify administrative procedures and to 
ensure that clients are treated fairly and 
with dignity. Progress in developing 
adequate appeals machinery, including 
notification of applicants and bene- 
ficiaries of their rights in this regard, has 
been yery slow. 
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Generally speaking, social assistance \ 
has not been provided in a way that 
encourages self-support. At present, social 
assistance is mainly a program for the 
non-employed. Unwillingness to subsidize 
low-wage employment prevents social 
assistance plans from helping those who 
work full-time at very low pay. Even the 
part-time employee often fares badly 
under assistance. Since benefits are often 
reduced by the amount of any part-time 
earnings, there is no financial incentive to 
work. Some method could be devised to 
allow poor people on assistance to in- 
crease their incomes by doing part-time 
work. Portions of earned income could be 
exempted rather than reducing assistance 
one dollar for every dollar earned. More 
effective utilization of a whole range of 
programs, including counselling, voca- 
tional rehabilitation, work activity 
projects, retraining, placement services 
and job opportunity measures is needed 
to get recipients off assistance. 


POSSIBILITIES FOR CHANGE 


This brief analysis has pointed out 
strengths and weaknesses of techniques 
and programs in the existing social 
security structure. A number of different 
possibilities for change are apparent. 

One basic decision is whether or not 
the income security system should be 
replaced by a guaranteed income system. 
An alternative to this possibility would be 
to develop the existing system in a way 
that uses all the instruments of policy but 
in a more effective combination and in a 
manner that more fully develops the 
potential of some of the programs 
employing these different techniques. If 
this course is followed what shift in 
emphasis and priorities is required in the 
income security system? What program 
changes are needed? 


CHAPTER 6 


REPLACE SYSTEM WITH 
GUARANTEED INCOME 


The many defects that are apparent in 
the existing programs lead to a basic 
question. Why not do away with all these 
programs and introduce in their place one 
overall guaranteed income program to 
provide all persons in poverty with a basic 
minimum income? Most of the cost of a 
guaranteed income program, it is argued, 
could then be met by monies saved under 
the abandoned programs. 

Is it better to use a combination of 
income security techniques to reach the 
basic objectives, or to scrap them all in 
favour of one guaranteed income pro- 
gram? Would it really be possible to 
abandon the existing programs, or are 
there some which could not be aban- 
doned? If they could be terminated, is a 
guaranteed income for all really feasible? 


Elimination of Existing Programs - Is it 
Practical? 


It is frequently assumed that the 
guaranteed income could easily replace 
the present social security system. This 
may be possible in the case of programs 
designed primarily for low income 
people. But many of the existing pro- 
grams were designed only in part as 
anti-poverty programs. They have 
additional roles of social importance. 
They provide compensation and in- 
surance protection for all the people 
against certain social risks. Can these 
programs actually be abandoned? 


Unemployment Insurance 


In the case of a short-term benefit 
such as Unemployment Insurance, the 
removal of the benefit could cause severe 
hardship. In our society today a large 
number of people have very little in the 
way of a cushion if their earnings are 
suddenly interrupted. Many are paying 
for their home and their car on a monthly 
basis. If their earnings are cut off some 


face difficulty immediately while some 
will suffer serious economic hardship 
before many weeks or months have 
passed. They may encounter severe 
economic deprivation even though from 
general appearances the situation may not 
look as serious as it is. Unemployment 
insurance is designed to aid in meeting 
this problem by replacing wages lost 
during unemployment; it is payable 
without regard to the recipient’s income. 

For many of course, these benefits are 
the difference between financial hardship 
and outright poverty. Workers and their 
families still need short-term income 
support when unemployed, even though 
their annual incomes may be above levels 
that might be guaranteed. 


Veterans Pensions and Workmen’s 


Compensation 


A special situation exists in the case of 
Veterans’ Pensions and Workmen’s 
Compensation, which are compensation 
programs designed to provide people with 
awards for damages they have suffered 
while in the service of someone else. In 
the case of Workmen’s Compensation the 
workers have given up the right to sue the 
employer for damages. In the case of 
Veterans’ Pensions a very special relation- 
ship exists where the individual has served 
his country and in return was given 
assurance that in case of disability or 
death, compensation would be paid. 
Many of those who receive Workmen’s 
Compensation or Veterans’ Pensions for 
loss of a function, e.g. a loss of a limb, are 
working. 

A relationship that is almost a con- 
tractual one has developed under these 
programs, and it could not easily be 
terminated. Society cannot really expect 
people who were entitled to compen- 
sation under these programs to give up 
the income they are now receiving as a 
result of some work-connected or 
service-connected disability or death, to 
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ALTERNATIVE APPROACHES 


help finance a guaranteed income system 
for the rest of the population. 


Demogrants—Old Age Security 
and Family Allowances 


These universal programs provide 
equality of treatment for all but tend to 
be weak in relation to anti-poverty 
objectives. It is imposible to finance 
benefits high enough to meet the needs of 
poor people and still give the same 
amount of benefit to well-off people. The 
modest sums payable under Family and 
Youth Allowances tend to be of greatest 
value for families of low income workers, 
social assistance and unemployment 
insurance beneficiaries with children and 
exceptionally large families. 

Yet it would not be easy simply to 
scrap these programs. Many people have 
tailored their retirement incomes and 
made their retirement plans in the 
expectation that the Old Age Security 
pension would be paid them from age 65 
on. This program has almost the nature of 
a separate social contract between the 
state and its citizens. It has been financed 
in part since 1952 by a highly visible 
earmarked personal income tax. It pro- 
vides the basis for the retirement plans of 
almost all Canadians regardless of income 
levels. Private pension arrangements, and 
the Canada and Quebec Pension Plans, have 
built benefit structures on the assumption 
that this payment will be made. 

The Family and Youth Allowance 
programs are not crucial for many fami- 
lies because the benefits are small in rela- 
tion to their incomes. These programs 
might be terminated if they were to be 
replaced either by a guaranteed income 
for all or at least a guaranteed income 
plan for families. 


Social Assistance 


The extent to which social assistance 
could be reduced in favour of one 
guaranteed income program depends on 


the level of income to be guaranteed. 
Certainly the assistance programs would 
shrink. But if one income level is selected 
for the whole country, it would be too 
costly to set it high enough to take care 
of every individual situation. There would 
remain people in need who would require 
assistance and services in special cir- 
cumstances. Supplementary social 
assistance would still be necessary. Its 
scope would depend on the level of the 
guaranteed income payment. 


Old Age, Survivors’ and 
Disability Insurance 


The Canada Pension Plan provides 
income support to persons in all income 
ranges in the event of disability, retire- 
ment or loss of breadwinner. Many of 
these people would make no private 
provisions to replace lost incomes in these 
eventualities if the Canada Pension Plan 
were discontinued. 


In the years ahead old age, survivors’ 
and disability insurance benefits under 
the Canada and Quebec Pension Plans 
together with private provision should 
keep a large proportion of the 
beneficiaries out of poverty and remove 
the possibility of their dependence on 
social assistance. It seems unlikely that 
most contributors would want to give up 
this protection in return for some other 
income guarantee that would be based on 
an income test. 

The Canada Pension Plan took a 
number of years to work out and ne- 
gotiate with the provinces. The program 
cannot be changed in any significant way 
without substantial consent by the 
provinces. There appears little possibility 
that there would be consensus on the part 
of the contributors or the provinces for a 
move to terminate or phase out such a 


program. 
In summary then, present and future 
beneficiaries under Unemployment 


Insurance, Old Age Security, the Canada 
Pension Plan, Veterans’ Pensions, and 
Workmen’s Compensation who are above 
the poverty line would still expect 
support from these’ programs, even if a 
guaranteed income plan provided for low- 
income people. Out of all the existing 
programs, only family allowances could 
be made selective—either under a uni- 
versal guaranteed income program or in 


a revised family allowance system—and 
still enjoy some measure of acceptability. 
Even at that, there will be many who 
disagree with such a view. 

If the existing programs—other than 
family allowances and some portion of 
social assistance—cannot be dropped in 
favour of one overall guaranteed income 
plan, the question arises whether the 
guaranteed income approach can be used 
together with the other techniques tc 
give more help to poor people. Could it 
be integrated in some way with the 
existing plans? 


Problems of Guaranteed 
Income Approach 


It would be possible to introduce a 
guaranteed income plan for all, and to 
integrate it with those existing plans that 
could not be eliminated. One way of 
doing this would be to reduce the amount 
of any guaranteed income payment due 
to an individual or a family by the 
amount they are paid in benefits under 
the other continuing income security 
plans. There would, however, be a number 
of problems involved in applying the 
guaranteed income technique to every- 
one. 


Incentive to Work 


The major criticism of the guaranteed 
income approach concerns its anticipated 
impact on the incentive to work. If the 
program is designed to bring people 


up to some agreed income level, un-| 


doubtedly there will be people just 
above that level who will ask themselves, 
“why work’? 

If, to avoid making benefits more 
attractive than working, the guaranteed 
income level is set below the level of 
poverty, or if only a portion of the gap 
between a family’s income and the 
poverty level is closed by the program, 
then it will be less effective in achieving 
the income support objective. Most of the 
people covered will still not have enough 
to live on and will need social assistance 
supplementation. The plan must pay 
enough to keep the average poor person 
well above the subsistence level. Other- 
wise, it will be guaranteed poverty. 

The problem of work incentives is not 
a serious one for people who are out of 
the labour force. They are not expected 
to work and therefore cannot be cri- 
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ticized for failing to earn their own living. 
But the question of work incentives is a 
significant problem in the case of those 
who are expected to earn their own 
living. The impact of a guaranteed income 
plan on work motivation among people 
who can work is not at all clear. 

If the benefit is relatively low, as many 
have proposed, the question of incentives 
may not be important. But if the 
payment is supposed to bring the person 
or family up to an income level where 
they can live in health and decency, the 
incentive problem becomes an extremely 
important one. 


An overall guaranteed income program 
for the whole population that is worthy 
of consideration is one that offers a 
substantial level of benefit to people who 
are normally in the labour market. 
Therefore a great deal of further study 
and investigation, like the experiments 
now under way in New Jersey and Seattle 
in the United States, is needed to find out 
what effects such a program would have 
on peoples’ motivation, on their incen- 
tives to work and to save. Until these 
questions are answered, the fear of its 
impact on productivity will be the main 
deterrent to the introduction of a general 
overall guaranteed income plan. The 
federal government hopes that in colla- 
boration with some of the provincial 
governments it will be possible to carry 
out studies on this and other important 
questions related to the application of the 
guaranteed income approach. 


One way to lessen the difficulty is to 
set the benefits at a reasonable level and 
to build a work incentive into the plan. 
This means paying the guaranteed income 
benefit to people in low-income jobs, but 
taking it away from them on the basis of, 
say, one dollar taken for every two 
dollars earned or some other recovery 
formula. Thus a man still makes money, 
though in diminished amounts, by work- 
ing. He can lift himself far enough above 
the poverty line to provide for a few 
welcome extras in life. But this feature 
raises the cost of the program sub- 
stantially. 


Administration 


Another important aspect inherent in 
the guaranteed income approach is the 
problem of administering such a pro- 


gram. If the people covered are those 
who are out of the labour market, like 
the aged, and if the payment being made 
is a supplement and relatively small, the 
administrative problems are not great. 

When the guaranteed income payment 
is applicable to those who are normally in 
the labour force, the complexity of 
administration, including difficulties in 
the reporting and verification of incomes, 
is greatly increased. 


There is also the question of stability 
of income. In the case of people who are 
normally not in the labour force their 
income tends to be low and stable. In the 
case of people who are normally in the 
labour force there is a large group whose 
incomes fluctuate as they go in and out 
of employment many times during the 
year. This increases the difficulty of 
getting payments to the person promptly 
in line with his current income needs, 
without running the risk of making over- 
payments. If the guaranteed income 
payment is relatively low and not the 
only source of income, this problem is 
not always as serious from the point of 
view of the beneficiary as it is where the 
guaranteed income payment is the whole 
or main source of support one week but 
not the next. 


Social Services 


It is important to remember that a 
guaranteed income plan is only an income 
support program. It is not a replacement 
for social services. Many of the social 
problems of individuals and families may 
be helped, but they will not be solved, by 
improved income support. Health 
insurance programs and other service 
programs will still be needed to meet 
those requirements of the population that 
are not covered through income support 
measures. 


Indeed, one of the criticisms that is 
quite often levelled at the guaranteed 
income is the fact that it does not 
relate income maintenance to social 
services in the provision it makes for 
needy people. When a person applies for 
assistance and a needs test is carried out, 
it may reveal that a combination of cash 
benefits and social services is more 
effective than cash benefits alone. Social 
assistance recipients may be provided 
with health and welfare services as well as 


cash benefits. These services can have 
advantages of preventive and rehabilita- 
tive character while meeting basic needs 
of the individual and the family. Efforts 
to make eligibility under the guaranteed 
income simple and impersonal by relating 
it to the tax mechanism, divorce the 
administration of the cash payment from 
social services. 

There are those who argue the other 
side of the case, that it is better to have 
cash benefits and services administered 
separately. It is suggested that the majori- 
ty of low income people do not need 
supporting social services and should not 
be dealt with as though they have 
personal or family problems. In either 
case, there is agreement that some 
means will still be needed to ensure 
that low income people obtain necessary 
health, welfare and rehabilitation services. 


Costs of a Guaranteed 
Income Program 


In addition to the questions of 
administrative feasibility and impact on 
work incentives, there is another basic 
question related to the guaranteed 
income concept. What would a gua 
ranteed income plan cost? Is it true 
that it might be financed simply by 
redirecting the $4% billion now being 
spent on income security by federal and 
provincial governments? 

The cost would depend on the levels 
of income that are to be guaranteed. It 
depends also on the nature of any work 
incentive factor that might be built into 
the plan. 

To illustrate this point, suppose that a 
one-program guaranteed income plan 
were to be introduced, guaranteeing 
incomes at the following levels which 
were used by the Economic Council in its 
brief to the Senate Poverty Committee: 


Guaranteed 
Size of Family Income 
Levels 
$ 

single persons 1,800 
2 person family 3,000 
3 person family 3,600 
4 person family 4,200 
5 or more persons 4,800 


If these were the income levels to be 
guaranteed, what would the program 
cost? The following estimate has been 
made for 1971. Gross costs are those that 
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would be incurred in the absence of any 
other income support programs. 

The work incentive provision in this 
example entails a reduction of total 
benefits at a rate of 50 cents out of every 
$1 of income from other sources. It 
might be argued that a rate of 75 cents 
out of every $1 would be more realistic 
and less expensive. But it would seem 
that an effective rate of taxation of 75 
cents on the dollar for outside income, in 
addition to the normally applicable 
personal income tax rate, would sub- 
stantially weaken the incentive to work. 


ESTIMATED GROSS COSTS: $5 billion 


There are those who would say the 
income levels should be set at lower 
amounts than those used in this illus- 
tration. Suppose that the following levels 
of income were selected: 


Guaranteed 
Size of Family Income 
Levels 
$ 

single persons 1,600 
2 person family 3,000 
3 person family 3,300 
4 person family 3,600 
5 or more persons 3,900 


If these were the levels to be guaranteed, 
the program costs would be considerably 
lower than the first estimate given. 


ESTIMATED GROSS COSTS:$3.8 billion 


Of course, these are gross costs. The 
net costs would be considerably lower 
since savings would arise from the 
elimination of certain programs and the 
integration of the guaranteed income plan 
with others that would continue to oper- 
ate. 

Estimates indicate that about $1.4 
billion could be saved by eliminating 
programs like Family and Youth Allow- 
ances the Guaranteed Income Supplement, 
War Veterans’ Allowances, and part of the 
Canada Assistance Plan. 

It is difficult to determine how much 
of the other existing plans’ expenditures 
are paid to low-income people. Between 
$1 and $1.6 billion might be paid under 
all the continuing programs to people 
who would otherwise qualify for the 
guaranteed income. 


The gross 1971 costs of a guaranteed 
income plan would therefore be reduced 
by an amount falling somewhere between 
$2.4 and $3 billion. 

Applying a reduction of between $2.4 
and $3 billion to the two figures given as 


the probable gross costs of a guaranteed 
income program — $5 and $3.8 billion — 
yields two estimates of net costs. If the 
higher income levels ($1,800, $3,000, 
$3,600, etc.) were the ones to be guaran- 
teed, the extra costs would lie somewhere 
between $2 and $2.6 billion. If the lower 
levels were guaranteed ($1,600, $3,000, 
$3,300, etc.), the extra costs would lie 
between $800 million and $1.4 billion. 

A guaranteed income program that 
provides an adequate income without 
removing the basic incentive to work can 
thus be seen to be very costly. If, in order 
to reduce costs, inadequate income levels 
are guaranteed or insufficient incentives 
to work are provided, then the program 
will fail to achieve its basic purpose. 

A number of factors must be con- 
sidered before any decision could be 
taken to expand income security expend- 
itures by the amounts that would be 
entailed in such a proposal. These are the 
factors which constrain any government 
in developing a new income support 
program. One is the need to strike an 
acceptable balance between the goals of 
economic growth and greater equity in 
the distribution of income. Less money 
would be available for stimulating econo- 
mic growth, and employment, and at the 
same time tax increases would raise costs 
for Canadian producers, thus weakening 
their competitive position. A second is 
the need to achieve a proper balance 
between public and private investment. A 
third factor is the effect of such a 
proposal on price stability through its 
impact either on tax revenues or on 
budget deficits. There are serious limita- 
tions on any further tax increases that 
could be made in the next few years. 


Other Problems 


One factor must be borne in mind 
when considering a proposal that would 
raise the incomes of people who are not 
working to levels close to those of people 
who are. If benefits are geared to a level 
of adequacy for those who have no other 
income and no benefits are paid to 
workers earning low incomes then there 
could be deep resentment in the popu- 
lation, particularly among low-income 
workers. 

Some workers now employed full-time 
earn incomes below what is needed to 
permit them to live at an acceptable 
standard of living. If guaranteed income 
payments supplement their incomes 
through a tax-supported program, then 
pressure to raise wage levels will be taken 


off private industry. Governments not 
involved in the guaranteed income plan 
would feel less compelled to improve 
minimum wage rates. In this event, the 
income security program could gradually 
be drawn into subsidizing low wage levels. 


There are, then, a number of problems 
inherent in the guaranteed income 
approach which limit its effectiveness as 
an income security measure even when it 
is integrated with other existing pro- 
grams. If it is restricted in its application 
to those people not in the labour force it 
could be reasonably successful. The 
Guaranteed Income Supplement for aged 
persons has worked well, and the prin- 
ciple might be extended to other cate- 
gories of people who are not expected to 
ear their own living. 

_In addition, the principle could be 
applied to the provision of family 
allowances. Families with dependent 
children could be guaranteed a benefit for 
each child based on the level of family 
income. Since the level of benefit would 
be relatively low in relation to earnings 
from employment, and since it would be 
paid whether or not the low-income 
breadwinner is working, it would avoid 
the problem of work incentives that 
accompanies a much higher guaranteed 
minimum income payment. 

Much more information is needed on 
questions of incentives and administra- 
tion before a general guaranteed income 
program could be adopted covering all 
people in the labour force. 


REDIRECT EMPHASIS OF SYSTEM 


One overall guaranteed annual income 
program is obviously not the answer to 
the defects in existing programs. It can- 
not operate as a single instrument of 
income security policy. Several other 
programs still have important functions 
to perform and some involve obligations 
of a contractual nature. Social insurance 
programs like Unemployment Insurance, 
Workmen’s Compensation, and _ the 
Canada Pension Plan would still be 
needed. The demogrant program for old 
people — Old Age Security — would 
continue. Hospital and medical care 
insurance would remain unchanged. And 
there is still an important role for social 
assistance. 

The guaranteed income approach can 
be applied successfully as an anti-poverty 
measure for people not in the labour 
force, such as the aged and the disabled. 
It can be used to provide family benefits 
by converting a universal demogrant like 
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Family Allowances into a selective pro- 
gram, and paying benefits to low-income 
families, whether in the labour force or 
not. 

The best approach for overcoming 
deficiencies of the existing system at this 
time does not lie in the direction of 
dismantling the system in favour of one, 
overall guaranteed income program. The 
best approach is to revise each of the four 
instruments of income security policy, to 
redirect their emphasis and scope, and to 
seek the combination that will best meet 
the basic income security objectives. 

But what should that combination 
be? Where should the emphasis lie? 
Which combination of the four 
approaches is most likely to overcome the 
weaknesses of the system that have been 
identified? These questions can best be 
answered by examining each of the four 
instruments in turn. 


EXISTING SYSTEM — A SHIFT IN 
PRIORITIES 


Demogrants 

Despite outlays of more than $2.2 
billion on demogrant programs in 
1969-70, these programs have not solved 
the poverty problem for the beneficiaries 
of the programs. The flat-rate benefits 
they provide are not high enough to 
eliminate poverty for those with low 
incomes. To raise the benefits for all to a 
level that provides a decent income for 
those who are poor would be far too 
expensive. 

The aim of income security policy at 
this time must be to reduce the emphasis 
on demogrants. The Family and Youth 
Allowance Programs could be made much 
more effective by making them selective. 
Benefits now paid to higher income fami- 
lies who do not need income support could 
be redirected to lower-income families. 
Benefit levels for low-income families 
could be increased, thus supplementing 
family income from wages, unemploy- 
ment insurance, or social assistance 
according to the number of children in 
the family. 

The Old Age Security program might 
also be made selective by restricting it to 
low-income persons and couples. How- 
ever, there would not be significant 
savings from such an approach, since only 
about 11 per cent of single persons over 
65 have incomes of more than $4,000, 
and only about 18 per cent of married 


persons over 65 have incomes of more 
than $6,500. The Old Age Security pension 
is already selective to a degree in that 
pensions are partly recovered from people 
with other sources of income through the 
income tax, since pensions are taxable 
income. 


Many people have planned their retire- 
ment on the assumption that they would 
get Old Age Security at age 65; to remove 
this benefit would be disruptive and cause 
hardship. Earmarked taxes have been 
collected from people since 1952 to 
finance this program, establishing an 
expectation and a right to the pension. 


This flat-rate pension forms the basis 
on which the benefits of the Canada and 
Quebec Pension Plans were built; it 
could not now be withdrawn without 
forcing drastic adjustments in the levels 
of retirement benefits under those plans. 


In these circumstances, action to make 
this program selective would be hard to 
justify. On the other hand, steps could be 
taken to adjust the balance of this pro- 
gram in relation to the total provision of 
income security for the aged. By remov- 
ing escalation from the basic flat-rate 
pension over the next few years, higher 
Guaranteed Income Supplement pay- 
ments can be financed. 


Guaranteed Income 


Although the guaranteed income 
approach was found to have limitations as 
the sole instrument of income security 
policy, nonetheless it has an important 
role when combined with other approach- 
es. It provides the most direct way of 
alleviating poverty without loss of dignity 
and self-respect. 


This approach could be employed in 
those areas where incentive and adminis- 
trative problems are not serious. It could 
be adopted as a permanent instrument of 
policy, to be used in combination with 
and as a supplement to the other income 
security programs. It is eminently suitable 
for people who are not in the labour 
force. The existing Guaranteed Income 
Supplement program for the aged should 
be improved and made more effective as 
an anti-poverty instrument. The gua- 
ranteed income technique should be 
applied to the family and youth allow- 


ance plans in order to convert them from 
universal to selective programs. 


Social Insurance 


Existing social insurance programs in 
Canada are providing considerable pro- 
tection to members of the labour force 
and their families. About $1 billion was 
paid in social insurance benefits in 
1969-70, representing about 23 per cent 
of all income security expenditures. The 
amount of the retirement pension under 
the Canada and Quebec Pensions Plans is 
increasing each year as the plans mature. 

Much more adequate protection can 
be provided if existing programs are 
extended and improved. The social insur- 
ance system should be developed to 
extend and improve protection against 
the temporary loss of earning power due 
to unemployment, sickness or childbirth 
and against permanent loss of earnings 
due to age, disability or death of the 
breadwinner. Benefits from these prog- 
rams together with income from private 
sources should be sufficient to meet the 
needs of the majority of workers and 
their families. Supplementation through 
social assistance and guaranteed income 
measures should be expected to meet 
income requirements where social insur- 
ance together with other income proves 
insufficient. 


Social Assistance 


The social assistance approach has 
certain advantages which will ensure it a 
continuing place in the income security 
system. There will be people who cannot 
qualify for social insurance. Social assist- 
ance is therefore the sole source of 
income support available to them. 

A uniform nation-wide benefit set at a 
level to meet average need will not be 
enough to meet the income requirements 
of people with greater-than-average needs. 
A benefit based on previous earnings will 
not be enough to meet the needs of those 
contributors who have had low earnings. 
Supplementation will be required in both 
cases. These special needs can be iden- 
tified only on the basis of a test that 
takes into account individual budgetary 
requirements and resources. This can be 
provided only under social assistance. 

Social assistance can be greatly im- 
proved to play its role in the income 
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security system more effectively. Many of 
the existing defects can be overcome. The 
provinces must be the agents of change, 
but the federal government can assist the 
process. 

Even though many weaknesses can be 
corrected, social assistance will probably 
remain the least acceptable type of 
income security payment. Because of 
this, income security policy should try to 
minimize the extent to which social 
assistance is used. Through the develop- 
ment of the guaranteed income and social 
insurance programs, reliance on social 
assistance will be gradually reduced. 


Changes Indicated 


The results of this review are clear. 

It becomes apparent that important 
changes and new initiatives are needed. 
Areas for necessary action can be clearly 
defined. The existing system can be 
modified in several important respects, 
and intensified and extended in others, to 
become a much more effective instru- 
ment in pursuit of the basic objectives. 
These modifications and extensions can 
perhaps best be explained by looking at 
the different kinds of people for whom 
the programs were designed. 


People Not in the Labour Force 


People who are no longer in the labour 
force — or were never in it — have special 
income security needs because they 
receive no earnings from work. In this 
group are the aged and the permanently 
disabled, and women who were widowed 
at an age when it was very difficult to 
find work. In general it is assumed that 
these people cannot work, or could only 
find jobs in a very unusual employment 
situation. 

For these people the guaranteed 
income is the best approach. The existing 
Guaranteed Income Supplement for those 
born before 1911 should be made a 
permanent program, and the amount of 
its benefits should be brought up to a 
more realistic level. This program could 
be regarded as the prototype for a gua- 
ranteed income for other people who are 
no longer in the labour force. 

Guaranteed income must be recog- 
nized as a program designed to supple- 
ment any private arrangements that 
people were able to make for themselves 


while working as well as income from 
other social insurance benefits. 

Protection for these people under 
social insurance should also be strength- 
ened. Improvements are required in the 
benefits available from the Canada and 
Quebec Pension Plans during retirement, 
or severe and prolonged disability, and 
following the death of the breadwinner. 

There will still be people who are 
not covered by social insurance or the 
guaranteed income benefit. For them 
social assistance will be of vital im- 
portance. And for those with special 
needs beyond those met by social in- 
surance and the guaranteed income, social 
assistance will also be required. Efforts 
must therefore be made to work with the 
provinces towards an improved social 
assistance system. 


People in the Labour Force 


People who can work and are in the 
labour force nonetheless need the pro- 
tection of income security measures 
under certain circumstances. Even though 
they are employable, they may find their 
earnings cut off because of temporary 
unemployment or illness or maternity. Or 
they may suffer from long-term unem- 
ployment or underemployment. 


The main thrust of government policy 
for these people is to aid the private 
sector by measures which will encourage 
a high level of employment at adequate 
wages. Economic and fiscal policies have 
this as a primary objective. The regional 
economic expansion program has been 
aiding in the development of private 
industry so as to create new jobs. The 


manpower program has been helping to 
retrain workers and to relocate them in 
areas where there is work. The new 
minimum wage law is aimed at securing 
sufficient wages to make workers self- 
supporting. 

Despite these measures, there will be 
periods of unemployment when workers 
will need income security protection. It is 
proposed that Unemployment Insurance 
be improved in a number of ways. Cover- 
age would be extended to workers now 
denied protection. Benefits would be paid 
for interruption of earnings due to sick- 
ness or pregnancy. And the level of 
benefits would be raised considerably. 


For the long-term unemployed whose 
insurance benefits have expired, and for 
the underemployed who cannot claim 
unemployment insurance, social assist- 
ance is necessary. Improvements are 
needed to assist these people to become 
gainfully employed again. 


People with Dependent Children 


There is another group of people who 
may be in or out of the labour force, but 
who need special help. These are low- 
income families with young children to 
support. They may be regularly employed 
people whose wages are too low to 
support their families adequately. They 
may be widows or deserted wives with 
young children in their care. 


Many mothers with young children 
could probably become self-supporting if 
there were day care centres where they 
could leave their children, or if they 
received enough income support to pay 
for supervision of their children. Other- 
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wise they are dependent on the income 
security system. 

The minimum wage structure and 
unemployment insurance do not take 
into account family size, and therefore 
cannot compensate for the number of 
children in the family. Social assistance 
plans do allow higher benefits for larger 
families, but this creates a work disin- 
centive for the low-income breadwinner 
who has a large family. There is no point 
in working if the assistance payment is 
higher than a worker can earn. 

For all these categories of people, the 
Family Allowances program holds the 
answer. But with the demogrant, con- 
siderable sums are paid to parents who 
can get along without it. At the same 
time, the needs of other lower income 
families cannot be adequately met at 
existing benefit levels. These considera- 
tions, together with the substantially 
higher costs involved in raising benefits by 
even a modest amount under the demo- 
grant program, lead to the conclusion 
that the existing Family Allowances 
scheme should be converted into a selec- 
tive Family Income Security Plan. 

These represent the logical changes in 
existing programs for people in and out 
of the labour force, and for parents with 
dependent children. 

Objectives and Proposals in Summary 

The action proposed as it relates to the 

objectives for income protection and 


income support policies is set out. 
in summary fashion in Chart III. 
The specific changes which are de- 


signed to carry out the action pro- 
posed, and which are outlined in the 
following chapter are shown in Chart IV. 


CHART III 
BOUNCY RANIDE OB VIEG TINIE 


GOVERNMENT 


INCOME POLICIES 


Economic Security Policies Income Security Policies 
- Growth and Stability - Income Distribution 


Growth Policies Income Protection Policies 


Objective: Objectives: 
to contribute to higher average 1. to reduce the uncertainty arising 


personal incomes from the risk of income loss 
Action: 2. to alleviate financial hardships 

Encourage high levels of employ- 3. to prevent or reduce poverty 

ment Action proposed: 

Economic expansion and job Strengthen CPP and Ul] by: 

creation 1. increasing scope of protection 

Retraining and relocation of 2. making level of protection more 

workers adequate 

Collective bargaining, minimum 3. improving services in co-ordination 

wages with manpower and regional 


Education, research development expansion 


Income Support Policies 


Objective: 
to alleviate poverty and reduce 
dependency among those who have 
no means or limited means of 


Objectives: 
1. to help stabilize employment, 
wages and prices over time 
2. to ensure a more equitable 
distribution of incomes among 
different groups in country 
Action: 
Protect real value of incomes 
Protect jobs in threatened 
industries 
Redistribute incomes through 
taxation and equalization 


support from earnings, income pro- 
tection measures, or other sources 


Action proposed: 


1. Extend and make permanent GIS for 


aged 

Convert demogrant for families to 
selective, guaranteed income pro- 
gram (FISP) 

Improve effectiveness of social 


assistance together with related 
preventive and rehabilitative 


social and manpower services 


Instruments Instruments 


Fiscal and monetary policy Guaranteed income 
Incomes and prices policy Demogrants 
Taxation policy 
Equalization policy 
Research policy 


Social insurance 


Social assistance 
Directly related social and 
economic policies 


Support for selected industries 
Economic expansion 
Manpower services 
Industrial relations 
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CHAPTER 7 


Uns section provides the main thrust 
of the government’s proposed policy for 
the coming years, which includes: 

First, the development of the gua- 
ranteed income technique as a major 
anti-poverty policy; and 

Second, arising out of this develop- 
ment, a shift in policy on demogrants, 
involving a new Family Income Security 
Plan and changes in the Old Age Security 
Act; and 

Third, the strengthening and extension 
of social insurance so that in combination 
with individual productivity and savings, 
it will keep the mainstream of the popu- 
lation out of poverty; and 

Fourth, less reliance on social assist- 
ance through greater emphasis on both 
guaranteed income and social insurance; 
and 

Fifth, federal desire to co-operate with 
the provinces by assisting them to 
improve their social assistance programs, 
by coordinating federal and provincial in- 
come security measures, and by the over- 
all development of income security poli- 
cies for Canadians. 

The broad outline of policy proposals 
set out below is supplemented by the 
appendices following this chapter. They 
serve a number of purposes by providing 
on the one hand more background and 
technical data and on the other hand a 
more detailed discussion of the reasons 
for certain proposals. 


GUARANTEED INCOME 


Guaranteed Income Supplement for the 
Aged — applicable to low-income 
people aged 65 or over. 

Major Proposals; 

1. Benefits to be increased to $95 a 
month for a married couple, if both 
qualify, and $55 for a single 
person. Now $31.83 a month for 
each individual. 

2. Pensioners receiving the Gua- 
ranteed Income Supplement would 


have the combined amount of the 
flat rate Old Age Security benefit 
and the Supplement adjusted 
upward for changes in prices. This 
would be based on a Pension Index 
which would have a 2 per cent 
ceiling. 

3. The transitional nature of the pro- 
gram, which involved the limitation 
of its provisions to persons born 
before 1911, to be removed. 


Administration: 
Income-tested as before. 


Effect: 
No couple over age 65 in Canada will 
receive less than $255 a month from 
all sources; no single persons less than 
$135 a month. In 1971 this program 
will apply fully or partially to about 
1,000,000 persons. 


Cost: 
An additional $194 million in fiscal 
1971-72 over and above existing GIS 
expenditures of $285 million. 


Timing: 
Legislation to be introduced in 
Parliament forthwith in order that the 
new program may commence in April 
oT: 


Special Notes: 

a) Immediate action is indicated by 
the urgency of the problem and the 
age of the recipients. Administra- 
tive machinery already exists for 
the introduction of this program 
within a few months. 

b) Between January 1 and March 31, 
1971, while applications providing 
information on 1970 incomes are 
being received and processed for 
the higher benefits payable in 
April, Guaranteed Income Sup- 
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POLICY PROPOSALS 


plement would be $33.61 monthly 
for an individual or $67.22 for a 
couple. These are the amounts 
which would have been payable to 
GIS recipients in January through 
normal escalation under existing 
legislation. Such people will, in 
addition, receive the Old Age Secu- 
rity Pension of $80. 


Family Income Security Plan — Family 
Allowances, now applicable to all child- 
ren under 16, to be replaced by 
Family Income Security Plan. 


Major Proposals: 


1. Benefit to be increased to $16 a 
month for each dependent child 
under 16 in families where family 
income (husband and wife com- 
bined) is not more than $4,500 a 
year. 


2. Where family income _ exceeds 
$4,500 a year, the rate of benefit 
will be gradually reduced, until a 
benefit of $5 a month for each 
child is payable to families with a 
combined income of $10,000 a 
year. 


3. Families with incomes in excess of 
$10,000 a year would no longer 
receive any family benefit. 


4. Family income security benefits 
would be treated as taxable income 
of the person who claims the child 
as a dependent for income tax 
purposes. 


5. An illustration of the approximate 
amounts of benefit that would be 
payable under this proposal at 
different income levels follows: 


Income Level Monthly benefit 

$ 
Up to $4,500 16 
4,501 — 5,000 15 
5,001 — 5,500 14 
5,501 — 6,000 13 
6,001 — 6,500 12 
6,501 — 7,000 11 
7,001 — 7,500 10 
7,501 — 8,000 9 
8,001 — 8,500 8 
8,501 — 9,000 7 
9,001 — 9,500 6 
9,501 — 10,000 5 
10,001 and over 0 


Administration: 


Major changes in existing Family 
Allowances. administration will be 
required to provide machinery for 
application of selectivity and for 
paying partial benefits. Program will 
be on an income-tested basis, and will 
be related to the income tax system as 
in GIS for the aged. 


e) The program is amenable to future 
increases in benefit level and/or 
extension to adult family members 
and to childless persons. 


Cost: 


Total cost in the first year will 
approximate $660 million or about 
$100 million more than at present. 
Higher benefits will be financed from 
about $270 million in benefits with- 
drawn from higher income families, 
and in tax recoveries from bene- 
ficiaries. 


Timing: 


It is expected that legislation will be 
introduced in Parliament early in 
1971, so the program may go into 
effect in September, 1971. 


Youth Allowances — now payable to 


youths age 16 and 17 still in school 
(except in Quebec where a comparable 
plan operates). 


to persons who do not qualify for 
the Guaranteed Income Supple- 
ment. For these persons the benefit 
would no longer escalate auto- 
matically. 


Administration: 


No significant changes. 


Effect: 


a) The removal of the annual auto- 
matic increment in OAS in the 
short term will enable the con- 
centration of resources on older 
people in greatest need. 

b) The program will continue as an 

easily identified basic deck upon 

which all other public and private 
retirement programs are based. 

In future Parliament will have the 

flexibility to adjust retirement ar- 

rangements either through legislati- 
ve increase in OAS or, in conjunc- 
tion with the provinces, by making 
changes in the Canada Pension Plan 
whichever is appropriate under pre- 


— 


c 


Major Proposals: 


: ; vailing conditions. 
In the interests of consistency and to 


Effect: Costs: 


a) The universal payment will no 

longer be paid to families with 

higher incomes and resources will 
be concentrated on those persons 
in real or potential need. 

Program will be of real and direct 

benefit to 640,000 low-income 

families. For example, a family 
with 3 children would received $576 

a year. 

c) For families with a combined 
income of $4,500 or less this FISP 
would provide payments of $16 a 
month for each child. This re- 
presents a 100 per cent increase for 
children 10 to 15; and a 167 per 
cent increase for younger children 
— when compared to the Family 
Allowances program of today. Of 
3.1 million families with children 
under the age of 16, three-fifths 
would get higher benefits than at 
present, including one fifth who 
would get the full $16 benefit. 

d) The program will increase the 
incomes of families on social 
assistance, including most of the 
150,000 mothers who are by 
themselves raising 330,000 child- 
ren. 


b 


— 


permit concentration on the selective 
income support objective through the 
guaranteed income approach, it would 
be desirable to integrate this program 
with the Family Income Security Plan. 


Timing: 


Negotiations with Quebec, which now 
receives tax points from the federal 
government in relation to its Schooling 
Allowances program, will be under- 
taken with a view to establishing a 
nation-wide program of selective ap- 
plication. No changes will be made 
in the federal program in the interim. 


DEMOGRANTS 


Old Age Security — applicable to all per- 


sons age 65 and over. It provides an 
income base for benefits under CPP 
and QPP and under GIS. 


Major Proposals: 


1. Set benefit at an even $80 per 
month. 

2. Remove annual 2 per cent Pension 
Index escalation when OAS is paid 


33 


It is estimated that OAS will cost 
$1,704 million in 1971-72. The 
removal of the automatic escalation 
feature will free $15 million for the 
Guaranteed Income Supplement in fis- 
cal 1971-72, rising to an estimated 
$100 million in 1975-76. 


Timing: 


Legislation to be introduced in 
Parliament forthwith so that change 
will become effective January, 1971. 


SOCIAL INSURANCE 


Canada Pension Plan — together with the 


Quebec Pension Plan it applies to 92 
per cent of all employees and self- 
employed in the labour force. 

All the provinces are affected by 
any major changes in the Canada 
Pension Plan. This is particularly true 
in the case of Quebec because of its 
comparable Pension Plan. The prov- 
inces will want to consider these 
proposals in detail and their views will 
be vitally important to the decisions 
that are finally taken. Accordingly, 


these proposals are being put forward 
as a Starting point for federal- 
provincial discussions as well as a 
means of obtaining the views of the 
general public, interested organ- 
izations, the Advisory Committee to 
the Canada Pension Plan and the 
National Council of Welfare. 


Major Proposals: 


1. Earnings Ceiling 

The ceiling on pensionable earnings 
should be raised in stages from the 
$5,500 it will be in 1972 to $7,800 
in 1975. This would be accom- 
plished by upward adjustments to 
$6,300 in 1973; $7,100 in 1974; 
and $7,800 in 1975. At that time 
the prevailing average annual 
industrial wage, now about $6,400, 
would be examined to see if 
additional adjustment would be 
needed to bring the ceiling in line. 
The maximum monthly retirement 
pension under existing legislation 
would reach about $121 a month 
in 1976 at the end of the ten- 
year maturity period. If the ceiling 
were raised to $7,800 in 1975 
as proposed, the monthly benefit 
would be about $162 a month 
after the ceiling had been at the 
$7,800 level for three years and this 
amount would be payable in 1977. 
To these amounts would be added 
the flat-rate Old Age Security Pen- 
sion payable at that time. 


2. Disabled Pensioners 
The disabled contributor’s pension 
should be increased effective 
January, 1973 as follows: the flat- 
rate portion should be raised from 
about $27 a month to $80 a 
month; and _ the percentage 
component should be increased 
from 75 to 100 per cent of the 
value of his imputed retirement 
pension prior to disablement. The 
maximum disability pension 
payable under existing legislation 
beginning January, 1973, would be 
about $114 a month. If this 
proposal is implemented, the maxi- 
mum pension beginning January 
1973 would be increased to $199 
a month. The maximum pension 
would reach $249 a month begin- 
ning in 1977 if the pensionable 


earnings for that year and the two 
preceding years were $7,800 


. Wife of Disabled Pensioner 


A wife’s benefit of $80 per month 
should be provided for wives of 
disabled beneficiaries, who are 
under age 65 and have dependent 
children. At present, there is no 
benefit for wives of disabled bene- 
ficiaries. 


. Child of Disabled Pensioner 


The benefit for a child of a disabled 
contributor should no longer be 
discontinued when the contributor 
reaches age 65, as at present. 


. Widow’s Pension 


The widow’s pension now has two 
formulas, one for widows under age 
65 and one for widows age 65 or 
more. For a widow under age 65 
the flat-rate portion would be 
increased from about $27 a month 
to $80 a month while the per- 
centage component would be 
increased from 37% per cent to 75 
per cent of her late husband’s 
actual or imputed retirement pen- 
sion. For widows age 65 or more, 
the widow’s pension would be in- 
creased to $80 plus 75 per cent 
rather than the existing provision 
of 60 per cent of her late husband’s 
retirement pension less the amount 
of the OAS pension. 

The maximum payable under 
existing legislation would be about 
$71 a month beginning in 1973. 
If this proposal were implemented 
the pension beginning in 1973 would 
be increased to $170 a month. The 
maximum pension would reach $208 
a month in 1977 if the pensionable 
earnings had been $7,800 for that 
year and the two preceding years. 


_ Adjustment of Pension 


Widows’ and disability pensions 
which began to be paid in 1972 or 
earlier should be adjusted in 
January, 1973 (if the amending 
process is by then complete) to 
reflect the new benefit formulas. 


. Review of Earnings Test 


The earnings test applicable to 
persons in the age 65 to 69 bracket 
should be reviewed with the prov- 
inces to ascertain whether the 
exempt earnings levels should be 
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raised to permit a higher level of 
part-time income for these bene- 
ficiaries. The object here is to 
encourage efforts to obtain addi- 
tion income but not to provide 
pensions for those who are fully 
self-supporting. 


Effects: 


a) Several types of benefit conceded 
to be inadequate would be sharply 
increased. 

b) The Plan would be tailored to 
complement and _ assist the 
guaranteed income technique by 
utilizing the contributory social 
insurance principle where possible. 
Income from this source will 
reduce the burden not only on 
social assistance, but on the new 
GIS for the aged. 


Cost: 


No direct increases in terms of the 
federal tax system. No increases in 
general contribution rates would be 
required until after 1985 or 1995 
depending on the actuarial assump- 
tions used. However, for persons 
earning more than $5,500 after 1972 
the greater social insurance protection 
afforded by higher ceilings would 
entail somewhat higher contributions. 
Actuarial estimates of contributions, 
benefits and reserves for the new 
proposals are discussed briefly in 
Appendix III and will be dealt with in 
more detail in an actuarial report 
prepared by the Chief Actuary. 


Timing: 


a) The Canada Pension Plan legislation 
requires the federal government to 
give three year’s notice to the 
provinces in advance of the changes 
proposed and to secure the neces- 
sary approval. Formal notice will 
be given in Parliament before the 
end of 1970 in order that any 
agreed changes may come into 
effect beginning January, 1973. 
Discussions will be initiated with 
the provinces as soon as possible in 
order to obtain their views and 
suggestions concerning these pro- 
posals. Discussions with Quebec 
will be particularly important to 
maintain comparability between 
the Canada and Quebec Pension 
Plans. 
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— 


Unemployment Insurance — applicable to 


80 per cent of employees in the labour 
force. 


Major Proposals: 


The full details of the changes 
proposed for the Unemployment 
Insurance program are contained in 
the White Paper on Unemployment 
Insurance published by the Govern- 
ment in June, 1970. Some of the 
major changes in this program that are 
of key importance for the income 
security structure are set out below. 


1. More than 1,160,000 workers will 
be added to the Plan, bringing total 
coverage from 80 to 96 per cent of 
employees in the labour force. 

2. Contributors will be able to draw 
some benefits after only 8 weeks of 
employment in the last year, and 
all benefits after 20 weeks of 
employment; at present 30 weeks 
of contributions in the last two 
years are required. 


3. Introduction of a special program 
designed to assist the unemployed 
in becoming reabsorbed into the 
labour market. The program will 
provide links with other govern- 
ment services as appropriate. 
Further, two interviews will take 
place to help diagnose the person’s 
employment problem, motivate 
him in his search for employment, 
and give him advice as to govern- 
ment services which can be used. 


4. Weekly benefits will be raised to 66 
2/3 per cent of average earnings, up 
to a maximum of $100 a week. 
Under certain circumstances they 
will be raised to 75 per cent for 
unemployed workers with de- 
pendents up to the same maximum. 
Benefit payments at present 
average only 43 per cent of earn- 
ings up to a maximum of $53 a 
week. 


5. There will be five phases of bene- 
fits, in which the maximum 
duration of benefits will depend on 
the length of previous employment, 
the level of the national average 
unemployment rate, and the level 
of the average unemployment rate 
in each region. 


6. The maximum duration of benefits 
from all phases of the program will 
be limited to 51 weeks. 

7. Special benefits will be introduced 
for unemployment due to sickness 
or maternity: workers who qualify 
will be able to draw weekly bene- 
fits equal to two-thirds of their 
average weekly earnings in the 
qualifying period (up to $100 a 
week) for up to 15 weeks. 

8. Special benefits will be paid on re- 
tirement: workers who qualify will 
be able to draw three weeks of 
benefits at the same rate as for sick- 
ness and maternity. 


Effects: 


1. Financial payments will be linked 
to other essential government 
services designed to reabsorb the 
unemployed person back into the 
labour market at the earliest 
opportunity. 


2. Income protection for persons in 


the labour force will be improved 
by increases in benefits, and the 
lower eligibility requirement. 


3. The sickness and maternity benefits 


will fill a significant gap in the 
income security structure. 


4. The retirement benefit will provide 


an income to persons awaiting the 
first payment of their retirement 
pension under the Canada or 
Quebec Pension Plan after their 
earnings have ceased. 

5. The improved benefits will make 
unemployment insurance a more 
effective measure in reducing the 
dependence of unemployed people 
on social assistance and the costs of 
assistance programs. 


Costs: 


1. Benefit costs up to a national level 
of unemployment of 4 per cent will 
be shared by employees and en 
ployers; employees will pay a flat 
rate, while large employers will be 
experience rated. 

2. Benefit costs incurred because of a 
higher rate of national or regional 
unemployment will be borne by 
the government. 

3. The government will no longer pay 
the administrative costs of the 
program; these will be met by 
employers and employees. 
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Timing: 


1. Beneficiaries qualifying on or after 
July 1, 1971, will be paid on the 
new benefit scale with a transition 
period determined by past contri- 
butions. 

2. Universality of coverage will 
become effective January 1, 1972, 
when the new contribution rates 
will come into effect. 

3. Experience rating for employers 
will be phased in between January 
1974 and January 1976. 

4. Legislation will be introduced in 
Parliament during the current 
session. 


SOCIAL ASSISTANCE 


Canada Assistance Plan 


Social assistance in Canada has been 
primarily a provincial or local respon- 
sibility. From both jurisdictional and 
administrative standpoints in a federal 
state of such immense size, the prov- 
inces are the appropriate authorities to 
bear this responsibility. 

The federal government’s involvement 
is through the Canada Assistance Plan. 
Under it Canada contributes one-half 
of the costs of assistance payments 
and of improving and extending pre- 
ventive and rehabilitative and adminis- 
trative services. In the case of Quebec, 
special fiscal arrangements have re- 
placed cost sharing. Under federal- 
provincial agreements all provinces 
undertake to use a needs test as a 
method of determining the amount of 
assistance and services, to provide 
appeal procedures and to refrain from 
erecting and maintaining residence 
barriers. The federal government be- 
lieves that many of the inadequacies of 
social assistance could be overcome by 
resolution of a number of basic issues. 
It proposes to enter into discussions 
with the provinces with a view to 
improving provincial social assistance 
programs and the Canada Assistance 
Plan. The discussions will focus on the 
following major issues: 


1. Entitlement to Assistance 
Securing recognition of assistance 
as a right under specified sta- 
tutory conditions is an objective 


of the CAP. However, the pro- 
visions of corresponding provin- 
cial programs have to be made 
more specific to ensure access and 
appropriate help for persons with 
no alternative means of support. 


. Incentives 

The practice of exempting 
portions of earned income, as an 
incentive to self-support, is now 
very limited. This use of such 
exemptions, combined with train- 
ing and rehabilitation measures, 
needs to be examined and imple- 
mented more fully as a means of 
reducing dependence on public 
support. 


. Adequate Assistance 

In many cases benefit levels are 
not adequate to ensure benefi- 
ciaries the necessities of life. The 
result is often that people who 
genuinely need assistance do not 
get it or do not get enough. 
Federal-provincial arrangements 
for financing assistance should 
focus more clearly on _ the 
establishment of assistance bene- 
fits that are adequate and cover 
the total range of basic require- 
ments. 


. Appeals 

The right of an applicant or reci- 
pient of social assistance to appeal 
an administrative decision affect- 
ing his or her interests must be 
clearly established, easily pursued, 
and made known to the individ- 
ual. Machinery to this end should 
be improved to ensure speed, 
impartiality, and minimum ex- 
pense. 


5. Communication and Information 


Greater understanding of the 
problems of the disadvantaged 
and better ways of providing them 
with information about help 
available to them is required to 
secure improvements in welfare 
programs. Particular attention 
should be given to means of 
encouraging and supporting low- 
income and welfare rights groups 
as a method of establishing more 
effective two-way communica- 
tion. 


. Administration 


Administrative practices can be 
improved through simplification, 
adoption of procedures that re- 
quire minimum invasions of pri- 
vacy, Clarification of the grounds 
for the use of administrative dis- 
cretion, and closer linkage of 
assistance administration with 
efforts to secure job opportuni- 
ties. 


. Cost-Sharing Arrangements 


The provinces have expressed con- 
cern about the financial applica- 
tion of the plan in terms of its 
equity and the problem of finding 
provincial resources to match 
federal contributions. Their con- 
cerns relate to the basis for 
sharing costs of some kinds of 
institutional care, support for care 
and services to delinquent youth, 
the additional costs of assistance 
arising from higher in—than out— 
migration, and application of the 
sharing formula in areas where 
there are high rates of dependency 
related to several factors, indeed 
unemployment. 


. Welfare and Community Develop- 


ment Services 

The CAP now provides federal 
support for a variety of welfare 
services, including rehabilitation 
services, counselling, day-care and 
homemaker services, and com 
munity development. Ways and 
means of making this aspect of 
the program more effective need 
to be explored. These include 
consideration of amending the 
Plan to support day-care and 
homemaker services for mothers 
with dependent children, and 
other low-income families, on the 
basis of a simple income test. 
Means must also be found to 
encourage the development of 
improved services for youth, 
including accommodation, coun- 
selling, and health services. Such 
services have to be adapted to 
reach and involve youth, and they 
must be linked with other health, 
welfare and manpower services in 
the community. 
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9. Work Activity Projects 
Provisions under which CAP will 
share the cost of projects designed 
to motivate atid rehabilitate long- 
term unemployed persons have 
been used to a very limited ex- 
tent. Greater participation could 
enable many people now on assist- 
ance to take fuller advantage of 
the training and placement ser- 
vices offered through federal man- 
power programs. 

10. Welfare and Manpower Programs 
Federal manpower services are 
primarily concerned with finding 
the best persons for available jobs, 
while welfare departments are 
concerned with locating jobs for 
available persons. Because of this 
difference in emphasis, effective 
co-ordination of efforts has not 
always been achieved. There is 
need not only for greater co 
ordination in the provision of 
social and manpower services, but 
also for greater priority in the 
development of services designed 
to get people into employment. 


THE SYSTEM AS A WHOLE 


From the foregoing discussions, it will 
be seen that different programs provide 
protection for different groups of people. 
Some types of benefits such as those 
under CPP are long-term benefits, whereas 
others such as those under Unemploy- 
ment Insurance are short-term benefits. 

Some programs are designed to pro 
vide income in relation to previous 
earnings, or in relation to current income, 
whereas others are designed to reach 
people on the basis of need. With several 
programs each designed for a specific 
purpose it is necessary to ensure that 
there is not any serious overlapping of 
benefits. 

This question has been examined and a 
number of proposals are made for the 
integration of programs to ensure a 
streamlining of the income security 
system. 


Workmen’s Compensation and Canada 
Pension Plan 


Disability and survivors’ benefits avail- 
able under provincial Workmen’s Com- 


pensation programs as well as under the 
Canada and Quebec Pension Plans will 
need to be reviewed to see if some 
measure of integration is warranted. 

The two programs are different and 
have distinctive goals. Workmen’s Com- 
pensation is financed by a levy on em- 
ployers and is designed to pay compensa- 
tion to a worker for loss of function or to 
his survivors for loss of life arising from 
work-connected disability or death in 
covered occupations. Employers’ liability 
arising from industrial injury covered by 
the compensation program cannot be 
taken to court. 

Survivors’ and disability insurance 
under the Canada and Quebec Pension 
Plans are financed by contributions from 
employers, employees and self-employed 
persons to provide income maintenance 
payments for the survivors of con- 
tributors and for contributors who 
become seriously disabled; there are no 
benefits for partial disability as under 
Workmen’s Compensation, since  eli- 
gibility is restricted to those prevented 
from pursuing some substantially gainful 
occupation. 

Workmen’s Compensation is much 
more limited in scope; fewer occupations 
are covered, the self-employed are not 
included and it relates only to disability 
or death which occurs at work. 

While overlapping of benefits is not a 
serious problem at the present time the 
number of cases will grow as time goes 
on. Further, the question takes on added 
significance, if as is proposed, higher 
disability and survivors’ benefits are to be 
paid under the Canada Pension Plan. 
Accordingly, it is proposed that federal- 
provincial discussions concerning amend- 
ments to the CPP also deal with the 
question of integration between the CPP 
and Workmen’s Compensation. 


Veterans’ Pensions and Canada Pension 
Plan 


Veterans’ Pensions provide compensa- 
tion for service-connected disability and 
death just as Workmen’s Compensation 
makes this provision for work-connected 
disability and death. The fact that the 
Veterans’ Pension represents the fulfil- 
ment of an obligation of Canada to make 
reparation for loss sustained in the per- 
formance of military service is an added 
consideration in this instance. 


Since it is possible that anomalous 
situations could arise from the overlap of 
Veterans’ Pensions with the Canada and 
Quebec Pension Plans, it is proposed that 
integration be considered at the same 
time the question is under review with 
respect to Workmen’s Compensation. 
Fortunately the overlap in this case is not 
a problem under present circumstances 
because there are very few new cases 
qualifying under the veterans’ program. 


War Veterans’ Allowance and Guaranteed 
Income Supplement 


The War Veterans’ Allowances pro- 
gram initiated in 1930 and included in 
the Veterans’ Charter in 1944 is designed 
to aid veterans who are for various rea- 
sons no longer able to make their way in 
the labour market. The program also 
provides allowances for widows and 
orphans. Male veterans are eligible at age 
60, female veterans and widows at age 55. 
In special cases, the allowance may be 
granted at an earlier age. 

The levels of benefit now proposed 
under Guaranteed Income Supplement 
for the aged will greatly reduce the 
number of veterans age 65 and over who 
will need aid under the War Veterans’ 
Allowances program. Veterans over 65 
who remain on WVA will only be those 
who require some supplementation over 
and above their GIS benefits to meet 
special needs. Accordingly it can be seen 
that the effect of Guaranteed Income 
Supplement for the aged is to phase out a 
part of the WVA program. 


Categorical Programs and Canada Assist- 
ance Plan 


Over the years the federal government 
has shared the cost of a number of 
categorical social assistance programs. 
These included Old Age Assistance, Blind 
Persons’ Allowances, Disabled Persons’ 
Allowances and Unemployment Assist- 
ance. Old Age Assistance has become 
redundant with the lowering of the age of 
Old Age Security to 65. The other pro- 
grams are being gradually replaced by the 
Canada Assistance Plan. The federal 
government proposes to give notice to the 
provinces of its intention to discontinue 
its cost-sharing agreements under these 
four laws. Ten years notice in the case of 
the Old Age, Blind and Disabled Persons 
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agreements and one year’s notice in the 
case of Unemployment Assistance are 
required unless the provinces agree on an 
earlier date. 


Vocational Rehabilitation and Canada 
Assistance Plan 


Federal support for rehabilitation is 
provided through two  programs—the 
Canada Assistance Plan and the Voca- 
tional Rehabilitation of Disabled Persons 
program. A _ federal interdepartmental 
team has been to each province to exa- 
mine the relationship between these 
programs with the provincial departments 
concerned. These discussions have explo- 
red ways and means whereby the rehabili- 
tation needs of the handicapped and 
disadvantaged could be met more effecti- 
vely. The federal government plans to put 
forward proposals on this matter in the 
future. 


IMPACT OF PROPOSALS 


The five general areas of policy change 
described on the preceding pages— 
Guaranteed Income; Demogrants; Social 
Insurance; Social Assistance and Integra- 
tion of the System—together constitute a 
major reorganization of Canada’s income 
security apparatus. 

How will the changes proposed affect 
the nature and scope of income security 
protection? How much greater income 
security protection will be available? 
How does this shift of emphasis change 
the way in which income security will be 
provided? 

The pattern of expenditure under the 
existing income security system can be 
summarized for 1969-70 as follows: 

(Millions 
of Dollars) Per Cent 


Demogrants 2,201.5 50.5 
Social Assistance 891.2 PSA 
Social Insurance 1,008.1 20.4 
Guaranteed Income 263.0 6.0 

4,363.8 100.0 


The proposals mean greater reliance on 
the guaranteed income and social insu- 
rance for income security protection in 
the years ahead, The use of demogrants 
will be cut back. This will no longer be 
the dominant method for income security 


payments. The role of social assistance 
will become increasingly less important. 

To be more specific, the proposals 
involve a marked increase in the expendi- 
tures through the Guaranteed Income 
Supplement for the aged (GIS) and a 
stabilization of escalating expenditures 
under Old Age Security (OAS). They 
convert Family Allowances (FA) and 
possibly Youth Allowances (YA) from 
a universal payment or demogrant to an 
income tested or guaranteed income type 
of benefit, the Family Income Security 
Plan (FISP). Higher pensions are pro- 
posed under the Canada Pension Plan 
(CPP) especially for survivors and the 
disabled. If the proposals affecting these 
programs were accepted, including a 
provincial consensus for CPP changes and 
comparable action by Quebec with res- 
pect to the Quebec Pension Plan (QPP), 
and Youth Allowances (YA), the increases 
in expenditures and shifts in priorities in 
the income security system that would 
occur over the next three years are shown 
in the table below. 

During this period income security 
expenditures under these programs would 
rise by $1 billion from $2.8 billion in 
1970-71 to $3.8 billion in 1973-74. 
Guaranteed income payments would 
represent 34.8 per cent of these expendi- 
tures as compared with 9.9 per cent now. 
The importance of social insurance would 
grow as well, both in absolute and relative 
terms. Only 5.4 per cent of the $2.8 
billion is provided through old age, survi- 
vors’ and disability insurance benefits 
now. Within three years it will represent 
almost 17 per cent of the higher total of 
$3.8 billion. 

The proposals provide also for the 
extension and strengthening of unem 
ployment insurance and strongly urge the 
development of a greatly improved social 
assistance system. It is difficult to make 
projections for unemployment insurance 
and social assistance comparable to those 


for the other programs mentioned above. 
Expenditures under these two programs 
depend to a considerable extent on what 
the general level of employment may be at 
that time. Also, in the case of social 
assistance, it is apparent that implementa- 
tion of the proposals for Unemployment 
Insurance, the Guaranteed Income 
Supplement, the Family Income Security 
Plan and the Canada Pension Plan will 
greatly reduce expenditures on social 
assistance, even through this will be par- 
tially offset by the cost of improving 
assistance programs. It is difficult to 
estimate the net effect. 

If the proposals for Unemployment 
Insurance and the Canada Pension Plan 
are adopted it will mean that the main 
structure for social insurance will have 
been completed and that levels of benefit 
will be greatly improved. The social insu- 
rance technique would be developed very 
nearly to its full potential. People in the 
labour force would have a wide range of 
protection covering unemployment, sick- 
ness, maternity, disability, loss of bread- 
winner and old age. With the improve- 
ment in the levels of protection under 
Unemploment Insurance and the Canada 
and Quebec Pension Plans and with the 
maturing of the pension plans fewer and 
fewer people will have to depend upon 
supplementary aid in the years ahead. 

In the case of the proposals under the 
Canada Pension Plan it will take some 
time for these to be discussed and worked 
out with the provinces. Nevertheless, if 
agreement can be reached it would be 
possible in 1973 to commence payment 
of significantly higher benefits for the 
disabled and survivors. Since it is pro- 
posed that the new benefit rates be made 
applicable to those already receiving these 
pensions, there would be an immediate 
effect on many people now in poverty as 
well as a growing measure of protection 
each year into the future. The proposal to 
ensure that the ceiling on pensionable 


1970-71 1973-74 
PROGRAMS Amount Per cent Amount Per Cent 
($ Million) ($ Million) 
Social Insurance (CPP and QPP) 150.0 5.4 625.0 16.6 
Demogrants (OAS, FA & YA) 2,360.5 84.7 1,832.9 48.6 
Guaranteed Income (GIS and FISP) 275.0 9.9 1,311.4 34.8 
TOTAL DAS5:5 100.0 3,769.3 100.0 
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earnings reflects the growth in average 
wages, together with the fact that full 
retirement benefits will be payable by 
1976, should enable this program to be 
far more effective in providing old age 
income security. 

In the case of the demogrant it is 
difficult to anticipate the development of 
any new programs using this technique. 
This arises out of the very heavy cost 
involved for very small increases in bene- 
fits and the many other pressing and 
urgent demands on available resources 
within the social security system. If the 
proposal to make Family Allowances 
selective and to extend the principle to 
Youth Allowances is adopted, it will in 
effect close out the use of demogrants in 
this field. In the case of Old Age Security, 
however, this program has a special role 
to play as the base under the Canada and 
Quebec Pension Plans. The question as to 
when this basic rate might be raised in the 
future should be decided in the light of 
circumstances at the time. 

While social assistance will have a 
smaller role to play in the years ahead, it 
will continue to carry some of the income 
security support. For this reason, it is 
important that the social assistance 
system receive an overhaul at the earliest 
possible date. About 1.25 million people 
are now dependent upon social assistance 
as their main source of support. Both the 
technique and the programs under it have 
been subject to severe criticism by many 
individuals and groups who are dependent 
upon this system for their day to day 
income maintenance. Provincial and local 
administrations face the challenge of 
making their programs better. The federal 
government will continue to co-operate 
with the provinces in bringing about 
improvements. 

The major new thrust in these pro- 
posals relates to the development of the 
guaranteed income technique within the 
income security structure. The first pro- 
posal is to improve the Guaranteed 
Income Supplement for the aged. This 
will raise income levels for almost one 
million low income people. It will involve 
an additional expenditure of almost $200 
million in the first year of operation. This 
program provides a point of departure for 
the future extension of the guaranteed 
income approach to people who are 
normally not in the labour force, but who 


may for one reason or another have had 
insufficient social insurance protection. 


This proposal can be acted upon 
immediately. By the very nature of the 
program it is possible to do this under the 
Guaranteed Income Supplement for the 
aged. Through amendments to federal 
legislation and the use of existing 
administrative machinery it is possible to 
reach this group directly and within a 
relatively short period of time. Aged 
people with low incomes represent a very 
significant proportion of people in 


poverty in Canada. The need and priority 
are generally accepted. 

The second proposal is to provide 
low-income families with higher family 
income benefits. This will directly help 
not only those families who are on 
assistance, but also the families of low- 
income workers. About 640,000 families 
with children under 16 would get the full 
family income security benefits at the 
higher rates; almost 1.9 million in all 
would get better benefits than at present. 
It means a transfer from higher-income 
people to lower-income people of about 
$270 million. This program provides a 
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departure point for the future in the 
development of the guaranteed income 
approach for people in the labour force. 

The two programs taken together then 
would represent a shift of about $470 
million to lower-income people across 
Canada. As such it will have a substantial 
anti-poverty effect. This, coupled with 
higher unemployment insurance benefits, 
with new sickness and maternity provi- 
sions, higher old age, survivors’ and 
disability insurance pensions and im- 
provements in social assistance represents 
a substantial assault on the problem of 
poverty. 


APPENDIX I 


GUARANTEED INCOME 


SECURITY FOR THE AGED 


EXISTING PROGRAMS 


Universal Old Age Security pensions 
began in January, 1952 and provided a 
universal benefit of $40 a month to every 
person in Canada over 70 who met the 
residence requirements. The Parliament 
of the day considered this universal 
approach to be superior to the shared- 
cost, means-tested, Old Age Pension 
program it replaced, and to a contri- 
butory, earnings-related old age insurance 
program. 


The Canada Pension Plan came into 
operation in January, 1966 augmenting 
the Old Age Security pension (which by 
then had been raised to $75 a month) by 
providing an additional earnings-related 
pension amounting to 25 per cent of 
previous average earnings for all who 
could contribute. The Quebec Pension 
Plan is comparable to and co-ordinated 
with the Canada Pension Plan. To help 
those who could not contribute and build 
up protection under this nation-wide 
pension system, the federal government 
introduced the Guaranteed Income 
Supplement to Old Age Security which 
became operative in January, 1967. It 
provided an additional pension of up to 
$30 a month on the basis of an income 
test to Old Age Security pensioners born 
before 1911. 


A monthly pension of $79.58 is now 
payable to everyone age 65 and over who 
meets the residence requirements. A 
monthly supplement of $31.83 is payable 
to each pensioner who has no other 
source of income, and a partial sup- 
plement is payable to those with other 
incomes of less than $64 a month. Thus a 
minimum annual income floor of $1,337 
is provided for all pensioners. These 
amounts are adjusted to respond to 
increases in consumer prices on the basis 
of a Pension Index. There is a limit of 2 
per cent on the upward adjustment for 
each calendar year. 


The Old Age Security program pro- 
vides a pension as a floor on which all 
Canadians can build their retirement 
incomes. It is the flat-rate base on which 
the graduated pensions of the Canada and 
Quebec Pension Plans have been built. It 
is also the base under the Guaranteed 
Income Supplement. 

There were 1,694,200 persons 
receiving the Old Age Security Pension in 
June, 1970. Of these, 818,377 or 48.3 
per cent were receiving the Guaranteed 
Income Supplement — 478,374 the full 
amount and 340,003 partial payments. 


PROPOSED CHANGES 


Guaranteed Income Supplement 
1. Benefit Levels 


(a) The supplement would be es- 
tablished at a maximum level of 
$95 a month for a married couple 
who both qualify for pensions. 

(b) The benefit would be set at a 
maximum level of $55 a month 
for a single person. (This would 
also be the rate for a person 
married to a non-pensioner.) 

This means that, together with the 
proposed $80 flat-rate Old Age Security 
pensions, a couple with no other income 
would get $255 a month, and a single 
person $135 a month, compared with the 
$227.22 and $113.61 payable under 
existing legislation in January, 1971. 

There will be 1.7 million people over 
65 in Canada in 1971. Of these, almost 
1.1 million, or 64 per cent, would have 
incomes of less than $1,500 (or $3,000 
for a couple) were it not for the income 
security programs already in operation. 
Even with the existing income security 
measures, it is anticipated that 711,000 
people, or 42 per cent of aged persons, 
will still have incomes below these levels 
in 1971. The proposals in this Paper 
would raise the incomes of all aged 
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persons above these levels; no single aged 
person would have less than $1,620, and 
no aged couple would have less than 
$3,060 if both are pensioners. 


2. Differential Rates 


It is proposed that the supplement for 
one person be set at more than half the 
tate for a couple as the first step in ma- 
king the benefit reflect the higher unit 
living cost faced by single pensioners. 


Poverty is more common among single 
aged persons than among married cou- 
ples. If there were no income security 
programs for aged people, about 72 per 
cent of the single people over 65 
(580,000 people) would have incomes 
below $1,500, as compared with 55 per 
cent of the couples (300,000 couples) 
who would have incomes below $3,000. 
The existing programs have reduced these 
percentages to 53 per cent of single 
persons and 31 per cent of married 
persons over 65 years. The proposals in 
this paper will reduce both percentages to 
zero. 


The following tables show the 
cumulative percentage distribution of 
people over age 65 according to the 
incomes they are expected to receive in 
1974; 


197A Cumulative 
incomes percentage of 
(excluding unattached 
OAS/GIS) individuals 
up to over 65 
$ %o 
0 37 
200 50 
500 60 
1,300 70 
2,500 80 
4,500 90 
6,000 oD 
8,000 97 


1971 incomes Cumulative 
(excluding percentage of 
OAS/GIS) married 

up to couples 
Both One 
over 65 over 65 

§ %e % 

0 19 = 
600 30 15 
1,400 =) 28 
2,300 50 40 
3,000 57 50 
3,300 60 53 
4.500 70 65 
6,500 82 81 
9.000 90 90 
12,000 95 95 


In 1971 half the single aged people 
will have other income of $200 or less, 
and 70 per cent will have incomes of 
$1,300 or less. The remaining 30 per cent 
will have incomes of more than $1,320 
which will disqualify them from receiving 
any Guaranteed Income Security supple- 
ment. Among married couples in which 
both are pensioners, one-third will have 
incomes under $800, half will have 
incomes under $2,300, and two-thirds 
will have incomes under $4,000; that half 
with incomes from other sources above 
$2,280 will be unable to qualify for any 
supplement. In couples with only one 
pensioner, one-quarter will have incomes 
under $1,200, half will have imcomes 
under $3,000, and three-quarters will 
have incomes under $5,000; 44 per cent 
of such couples will have incomes over 
$3,600 and will therefore not qualify to 
receive the proposed supplement. 


To date the Old Age Security and 
Guaranteed Income Supplement pro- 
grams have paid half the rate for a 
married couple to a single person. Yet 
none of the provincial assistance plans 
provide only half as much for a single 
person as for a married couple; most pay 
one person from 60 to 66 per cent of the 
tate for a couple. Budget studies have 
suggested an aged person needs about 
two-thirds of the amount required by an 
elderly couple. 


The proposals now put forward are 
intended to improve the relative position 
of the single person. While the supple- 
ment for a couple will be raised to $95, 
that for a single person will be raised not 


to $47.50 but to $55 a month, giving a 
single person a total benefit of $135, or 
about 53 per cent of the amount for a 
couple. This is not yet an appropriate 
relationship, but it is a first step towards 
a fairer differential. Further adjustments 
should be made the next time rates are 
improved. 


3. Implementation 


The new program would commence in 
April 1971; the benefit year would there- 
after be on a fiscal rather than on a 
calendar year basis. In January, February 
and March 1971, Guaranteed Income 
Supplement recipients would be paid 
$67.22 for married pensioners and 
$33.61 for single pensioners; the added 
escalation commencing in January would 
be the same as would occur under 
existing legislation. 

Since 1967, applicants have been 
asked to state in January of each year 
what their income for the preceding 
calendar year has been to determine the 
amount of their supplements from 
January on. This has left insufficient time 
for the administration to process and 
verify applications. In future, the pay- 
ments will be made for the fiscal year 
April to March, based on incomes 
declared for the previous calendar year. 
Thus in the period January to March 
1971, applicants will declare their 1970 
incomes on their claims for the 
Guaranteed Income Security payment 
starting in April. As an interim measure 
during this period when income retums 
are being received, assessed and put into 
pay, in order to ensure that no recipients 
are worse off as a result of these pro 
posals, their benefits will be set at the 
levels they would have reached had the 
program not been changed. 


4. Permanent Program 


The new Guaranteed Income Security 
program for the aged would be estab- 
lished as a permanent program. The 
restriction of eligibility for the 
Guaranteed Income Supplement to 
persons bom before 1911 would be 
removed. 


Originally the Guaranteed Income 
Supplement was intended as a transitional 
measure to serve while the retirement 
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pension program under the Canada 


Pension Plan was maturing. 


5. Escalation Feature 


From 1972 on, the combined amount 
of the flat rate benefit and the GIS would 
be escalated automatically for GIS 
recipients on the basis of the Pension 
Index with a 2 per cent ceiling. This 
would ensure that guaranteed income 
recipients continue to have benefits 
adjusted for price increases. Increases 
above 2 per cent in any year will be held 
over for incorporation in subsequent 
years when the rate is below 2 per cent. 
The pension will not be reduced if prices 
drop. Any changes arising out of abnor- 
mal price increases will be left to legisla- 
tive action through Parliament as is being 
done in the present instance. 


6. Recovery of Overpayments 


Provision would be made to limit the 
recovery of Guaranteed Income Supple- 
ment overpayments occurring in the 
current payment year and the immediately 
preceding payment year except in cases 
of fraud or misrepresentation. 

In most cases such overpayments 
result from misunderstanding on the part 
of the pensioner at the time he submits 
his application for a supplement. Usually 
this can be discovered and corrected in a 
short time. Cases do arise, however, 
where this is not so, and where hardship 
would result from recovery of substantial 
overpayments covering long periods of 
time. 


7. People Living Apart Voluntarily 


Provision would be made to treat 
married couples as two single persons 
where they have been living apart for at 
least one year. 

This provision is needed to overcome 
problems where one spouse refuses to 
co-operate in the provision of informa- 
tion, or where one spouse cannot be 
located. Without it, the other spouse 
would be denied the right to benefit, as 
the Act requires information from both 
spouses. 


8. People Living Apart Involuntarily 


Provision would be made to treat 
married couples as two single persons 


where they have been living apart in- 
voluntarily. 

This provision will assist in those cases 
where one spouse is in a hospital, a 
nursing home, or other institution and 
the other spouse has to live alone with 
the same costs as a single person. 


9. Option to Report Current Earnings of 
Spouse 


Non-pensioner spouses would be 
extended the option to substitute this 
year’s earnings for last year’s earnings in 
determining family income. 

This option is already granted to pen- 
sioners to avoid penalizing them in the 
year following their retirement. Extend- 
ing the option to spouses who are not yet 
pensioners would avoid discrimination in 
those cases where one spouse has been 
working in the past year, thereby dis- 
qualifying the couple from the other 
spouse’s Guaranteed Income Security 
benefit in a year when they need it. 


10. Option to Retire More than Once 


Recipients would be allowed the 
option to retire from employed status 
more than once. 

The Act now allows a pensioner to 
declare the fact of his retirement only 
once when exercising the option to sub- 
stitute current for past earnings on his 
income statement. This has worked 
undue hardship in a number of cases. The 
new provision would remove this source 
of discrimination against those people 
who return to employment more than 
once after reaching age 65. 


Old Age Security 


It is proposed that the Old Age Secur- 
ity pension continue to be payable to 
people who meet the residence require- 
ments when they reach age 65. 

For both the social insurance system 
and the guaranteed income system, the 
flat-rate Old Age Security pension will 
continue to provide the base on which 
the second deck is built. In the former 
case the second deck is the earnings- 
related pension, in the latter it is the 
income-tested pension. But both are 
predicated on the continuing existence of 
the basic Old Age Security payment for 
all who meet the residence requirements. 


1. Benefit Level 


The Old Age Security pension would 
be set at an even $80 a month effective 
January, 1971. 


It has been suggested by some that 
the basic Old Age Security pension 
should be substantially increased to 
ensure adequate benefits for the aged. 
But this would entail vastly increased 
expenditures. For example, an increase of 
only $10 a month in this pension for all 
1,716,000 pensioners in 1971 would cost 
another $206 million. The additional 
outlays required for the higher benefit 
levels under the Guaranteed Income 
Supplement program amount to $194 mil- 
lion. At this particular time, if a further 
$200 million is to be allocated for income 
security for the aged, it should go to 
improve the benefits of those who have 
little or no other income. 


There are those who would suggest 
that the flat-rate Old Age Security pro- 
gram should be made selective. But only 
about 11 per cent of single persons over 
65 have incomes of more than $4,000, and 
less than 19 per cent of married persons 
over 65 have incomes of more than 
$6,500. These people are already return- 
ing a portion of their pensions in income 
taxes. Such action would be inappro- 
priate since benefit provisions for the 
Canada and Quebec Pension Plans were 
developed on the basis that this flat-rate 
pension would be there as a foundation. 
To withdraw it now would force a recon- 
sideration of retirement benefit levels 
under those Plans. Many people have 
planned their retirement on the expecta- 
tion that they will get Old Age Security 
at age 65, and to deny them this benefit 
would be extremely unfair and a breach 
of faith. Personal income taxes as well as 
other earmarked taxes have been col- 
lected from people since 1952 to finance 
this program, establishing an expectation 
and a right to the pension. Under these 
circumstances, action to restrict the 
program’s universality would be difficult 
to justify. 


2. Escalation Feature 


The automatic escalation of the Old 
Age Security pension on the basis of the 
consumer price index would be discon- 
tinued in January, 1971. 
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In the immediate future, the govern- 
ment intends to concentrate the resources 
available on improving the income secur- 
ity benefits for aged persons whose 
incomes indicate that they are living in 
poverty. Removing the automatic escala- 
tion feature from the flat-rate Old Age 
Security pension will make an additional 
$15 million available for Guaranteed 
Income Supplement benefits in 1971-72, 
and in 1975-76 the extra funds thus 


released will have risen to $100 million a 
year. In the short run these sums will help 
to finance better benefits for the low- 
income aged. In the future, upward 
adjustments of this benefit would depend 
on future consideration and action by 
Parliament. 


COSTS OF PROGRAMS 


Existing Programs 


The costs of the Old Age Security 
program have increased steadily since its 
inception in 1952, rising from $323 
million in 1952-53 to $1,467 million in 
1969-70. The Guaranteed Income Supple- 
ment has risen from $235 million in 
1967-68 to $263 million in 1969-70. 
Together the costs of the two programs 
are expected to reach about $2 billion by 
1971-72. 

On March 31, 1970, there were 
1,670,639 persons in receipt of the Old 
Age Security pension about half of whom 
were also in receipt of the Guaranteed 
Income Supplement. The costs of admin- 
istering the program for the fiscal year 
1969-70 amounted to $5,144,000. The 
ratio of these costs to the total amount 
paid in pensions and supplements is 0.30 
per cent or 30 cents per $100. Total 
administrative costs, including the serv- 
icing of each pensioner’s account and the 
issuing of pension and supplement 
cheques for the period of 12 months, was 
$3.08 per account. 


Proposed Programs 


With the adoption of the proposed 
changes in these programs, it is estimated 
that the overall costs will reach $2,183 
million in 1971-72, rising to $2,450 by 
1975-76. The additional costs of the 
proposals over and above expenditures 
that would otherwise be made on the 
existing plans are thus $194 million in 


1971-72, falling to $95 million in will have a balance of $735 million by the drawn from this reserve balance will be 
1975-76. These extra costs will be met end of 1970. Revenues from existing sufficient to cover the cost of the higher 
from the Old Age Security Fund which earmarked taxes together with funds pensions. 
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APPENDIX II 


GUARANTEED INCOME 


SECURITY FOR FAMILIES 


EXISTING PROGRAMS 


On July 1, 1945 the Family Allow- 
ances program came into operation to 
meet a number of social and economic 
objectives that were important at that 
time. The program, which was financed 
out of general revenues, was universal in 
scope, covering every child under 16 who 
meets the residence requirement. 


Family allowances are paid for chil- 
dren at the rate of $6 up to age 10, $8 for 
those aged 10 to 15 who were born in 
Canada or resident for one year. Family 
assistance provides the same benefits to 
children of immigrants not meeting the 
residence requirement. 


In September 1964, the Youth Allow- 
ances program commenced in nine pro- 
vinces for children of 16 or 17 who 
attend school or are disabled; Quebec had 
had its own Schooling Allowance pro- 
gram for the same group since 1961. 
Youth allowance provide $10 a month. 


Supplementary family allowance 
programs exist in Quebec and Newfound- 
land. Since 1967 Quebec has provided for 
children under age 16 benefits ranging 
from $30 a year for the first child to 
$285 for six children with an extra $70 
for each child after the sixth; $10 extra is 
paid for each child between ages 12 and 
16. Since 1966 Newfoundland has pro- 
vided benefits of $15 a year to children 
attending school other than a trades 
school or a university. 


These allowances are intended to 
provide for the additional needs of 
families with children to ensure better 
opportunities for children. They are also 
intended to compensate families for the 
inability of wage rates to take into 
account the number of dependents a 
worker has; workers with low wages and 
several children have insufficient income 


to raise and educate them. Since unem 
ployment insurance only affords protec- 
tion for one dependent, family allow- 
ances help families, particularly low 
income families, when the worker is 
unemployed. Also, in the case of social 
assistance, adequate maintenance for a 
family with a number of children may 
mean a higher income on assistance than 
can be obtained through employment. 
Family allowances are paid whether a 
person is employed or unemployed and 
therefore make it possible to provide 
more adequate income support to these 
families without reducing the incentive 
for the breadwinner to return to work. 
The program was initially intended also to 
bolster income and employment in the 
post-war period by providing a steady 
flow of income security payments into 
the consumer spending stream. Youth 
allowances were designed to encourage 
students to remain in school until 18 at 
least, and to provide some income secur- 
ity for handicapped children unable to 
attend school and not yet eligible for 
disabled persons’ allowances. 


Criticism 

Family Allowances have lost their 
effectiveness over the years as benefits 
have remained almost unchanged since 
their inception despite sharp increases in 
the cost of living. Between 1946 and 
1969 the consumer price index rose by 
more than 100 per cent, yet Family 
Allowances stayed virtually the same 
except for an extra dollar for children 
five and under and those 10 to 12 
commencing in 1957, and the elimination 
of the reduction for larger families in 
1949. 

Although these payments are a very 
welcome addition to the limited incomes 
of poor families, the size of the allowance 
is relatively small. As a result, the pro 
gram has a limited anti-poverty effect. 
Payments per child of from $72 to $120 
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a year cannot come near the annual cost 
of maintaining a child. 

The Family and Youth Allowances 
programs have been criticized for the 
inadequacy of their benefit levels in the 
face of rising costs, and for their failure 
to combat poverty effectively despite 
substantial expenditures each year. It is 
estimated that in 1971, 24 per cent of 
family and youth allowance expenditures 
will be paid to families with less than 
$5,000 income, and 76 per cent to 
families with incomes above this level. 

Many suggestions have been made in 
recent years that the family allowance 
program be made selective rather than 
universal. It is argued that money used to 
pay benefits to well-to-do families should 
be used to increase substantially the 
benefits payable to low-income families. 


1. Adequacy of benefits 


Federal allowances of $6, $8, and $10 
are only fractional amounts of the actual 
cost of child care even at basic subsis- 
tence rates. The Quebec Paper, Guidelines 
for a New Quebec Family Allowance 
Policy estimated the cost of caring for 
one child at just under $30 a month in 
1967, the cost for two children at $56 a 
month, and the marginal cost of the third 
and each additional child at about $25 a 
month. The programs as they now stand 
seem completely ineffective in reaching 
low-income families with a meaningful 
level of income support. 

Yet to increase the benefits within the 
existing structure would involve massive 
increases in expenditures. For example, 
with its current coverage of almost 7 
million children, each dollar added to the 
present family allowance rates would 
mean additional expenditures of about $82 
million a year. To double the present 
rates would cost $560 million more. And 
with some 670,000 youth allowance 
recipients, each dollar added to the youth 
allowance rate would mean an extra 


outlay of $8 million a year, that is, 
another $80 million to double the 
amount of this benefit. 

There are many other competing 
demands both within and outside the 
social security system for funds of this 
magnitude. Improvements in social assist- 
ance, social insurance and the guaranteed 
income provisions for the aged are exam- 
ples of the former. For the program to be 
improved at this time, an alternative is to 
convert it from a universal to a selective 
measure, directing more of the current 
expenditures away from the well-to-do 
and towards low-income families. While 
this may not be well received by many 
who will lose some or all of the allowance 
they now receive, it will do a great deal 
for those who have greater and more 
pressing needs. 


2. Selectivity of allowances 


The basic issue surrounding the Family 
and Youth Allowance programs is there- 
fore one of universality as against selec- 
tivity. To maintain a universal program 
means continuing to pay substantial 
amounts to well-to-do families, while 
providing inadequate benefits to low- 
income families. 


Family Policy 


These criticisms of the existing family 
and youth allowance programs seem to 
have a good deal of validity. But in 
determining what changes to make in 
them, the government must consider 
them in terms of a broader family policy 
which is concerned not only with de- 
prived families, but with all families in 
Canada — a family policy that is directed 
toward assuring an appropriate role for 
the family in individual and social devel- 
opment. 

Family _ policies 
dimensions: 

a) Income levels 

b) Housing 

c) Education 

d) Health services 

e) Welfare services 

f) Work 

g) Leisure 

h) Consumer information 

i) Population growth 

j) Family laws 


encompass many 


The first dimension — the question of 
the level of income that is adequate for a 
family — presents probably the most 
difficult problem to be solved in the area 
of family policy. It is usually recognized 
that families with incomes below the level 
generally considered to be essential to 
raise children in the community need 
help from the rest of the community to 
provide better opportunities for their 
children, It is not so generally recognized 
that families with incomes not far above 
this level also deserve help from the 
community in order to keep them from 
suffering too severe a reduction in their 
standard of living to meet the cost of 
raising their children. 

Any restructuring of the Family 
Allowance program must therefore serve 
a twofold purpose. It must assist families 
in poverty whose resources cannot ade- 
quately cover the needs of their children. 
It must also compensate families in the 
lower middle-income range for the econo- 
mic burden of raising children to take 
their place in the society of the future. 
Achievement of both these goals must 
remain a key element in Canadian family 
policy. 


PROPOSED CHANGES 


Family Income Security Plan 


It is proposed to replace the Family 
Allowance and Family Assistance pro- 
grams with a new Family Income Secur- 
ity Plan. This plan would provide higher 
benefits on a selective basis to middle- 
and low-income families. 

It may be argued that a flat-rate 
benefit is inappropriate in meeting the 
needs of large families, and that a higher 
rate should be paid as the number of 
children increases. In considering this 
question there are three basic criteria for 
determining the need for variations in 
benefit rates: family size, age of children, 
and family income. Budget studies have 
shown that the marginal cost of caring for 
a child goes down as family size increases, 
but goes up as the age of the children 
increases. In the past, the federal family 
allowance payment has been related to 
the age of the child, whereas the Quebec 
supplementary family allowances increase 
with the number of children. However as 
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long as the allowance is only a fraction of 
the cost of maintaining a child, family 
income is the most important factor 
involved in the determination of benefit 
rates — more important than either age or 
number of children. 

A monthly benefit of $16 per child 
would be paid for each dependent child 
under 16 in families whose incomes are 
less than $4,500 a year. The rate of 
benefit for each child would be reduced 
proportionately from $16 to $5 a month 
for families with income between $4,500 
and $10,000 a year, and above this level 
the total benefit would be eliminated. 
The benefits will be treated as taxable 
income of the person who claim the child 
as a dependent for income tax purposes. 

An illustration of the approximate 
amounts of benefit that would be payable 
under this proposal at different income 
levels follows: 


Income Level Monthly benefit 


$ 

Up to $4,500 16 
$ 4,501 — 5,000 15 
>,001 = 5,500 14 
5,501 — 6,000 13 
6,001 — 6,500 12 
6,501 — 7,000 11 
7,001— 7,500 10 
7,501 — 8,000 9 
8,001 — 8,500 8 
8,501 — 9,000 7 
9,001 — 9,500 6 
9,501 — 10,000 5 
10,001 and over 0 


A benefit of $16 a month is twice the 
amount now received by low-income 
families for children 10 to 15 and two 
and two-thirds times more than the 
allowance they get for children under 10. 
The new program should make a signifi- 
cant difference to the budget of larger 
families whose incomes are under $4,500. 

An income ceiling of $10,000 was 
chosen as including about 70 per cent of 
the families. A substantial number of 
middle-income familes as well as poor 
families will continue to draw benefits; 
over 20 per cent of families will get the 
full benefits and 60 per cent will get 
higher benefits than at present. A gradual 
reduction in the rate of benefit will be 
provided between $4,500 and $10,000 to 


prevent anomalies from arising among 
families in that income range. 

The impact of this proposal on fami- 
lies in general will be more readily under- 
stood by reference to the following table 
which shows the cumulative percentage 
distribution of families with dependent 
children under 16 by 1972 income class. 
It will be noted that half the families will 
have incomes of $8,000 or less, that 60 
per cent will have $9,000 or less, and that 
70 per cent will have $10,000 or less. 


Cumulative percentage 


Here ICORIES Of familion with 


ves dependent children 
$ % 
2,000 7 
3,000 12 
4,000 17 
5,000 24 
6,000 Sil 
7,000 40 
8,000 50 
9,000 60 
10,000 70 
12,000 84 
14,000 90 
18,000 95 
23,000 97 


By paying the full benefit to families 
with incomes of $4,500 or less, the 


Family Income Security Plan will reach 
about 640,000 families — over 20 per 
cent of the 3.1 million families with 
children under 16. Partial benefits will be 
paid to 1,560,000 families — 50 per cent 
of the total — and no benefit will be paid 
to about 930,000 families — 30 per cent 
of all families with children under 16. 


Youth Allowances 


Discussions will be undertaken with 
Quebec as soon as possible after the 
White Paper is published to see whether 
the principle of selectivity could be 
extended to the federal Youth Allow- 
ances and Quebec Schooling Allowances 
on a nation-wide basis. It is hoped that 
any selective program for children 16 and 
17 could be integrated with the Family 
Income Security Plan for Children under 
16. 


COSTS OF PROGRAM 


Existing program 

Expenditures on this program were 
$350 million in 1953-54, and by 1969-70 
they had risen to $560 million, or to 
$640 million including Family Assistance, 
Youth Allowances and Quebec Schooling 
Allowances. By 1971-72 it is forecast that 
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these programs will cost about $645 mil- 
lion. 


On March 31, 1970, there were 
7,377,000 children in 3,473,000 families 
receiving Family Allowances, Youth Allo- 
wances or Family Assistance payments 
and the cost of administering the federal 
programs for the fiscal year ended on that 
date were $11,634,000. The ratio of 
these costs to the total amount paid is 
$1.82 per $100 or 1.82 per cent. Total 
administrative costs, including the serv- 
icing of each account and the issuing of 
cheques for the period of 12 months, 
were $3.35 per account. 


Proposed Program 


The proposed Family Income Security 
Plan would cost an estimated $660 
million. This would be financed by the 
existing allocation of $560 million, and 
the extra $100 million that would be 
collected from taxes on family allow- 
ances. If an agreement is reached with 
Quebec with respect to Youth Allow- 
ances, the total expenditure on benefits 
for children under 18 would be about 
$760 million. As family incomes rise in 
future, these costs would fall unless the 
monthly benefit or the income ceiling or 
both were raised. 


APPENDIX III 


General 


Social insurance is one type of public 
income security program that has been 
adopted in all modern industrial states to 
enable workers to provide themselves 
with protection against loss of income 
when certain calamities occur. It provides 
a base on which greater income pro- 
tection can be built through private 
insurance and pensions and personal 
savings. Like private insurance, social 
insurance spreads the risk of loss over a 
large number of contributors. Contri- 
butions are paid into a central fund by 
employees, employers, or both, and in 
some cases by the self-employed. From 
this fund weekly or monthly cash bene- 
fits are paid out in lieu of income; the 
amount of the benefits is usually related 
to the contributors past earnings. Benefits 
may be paid when earnings are tempo- 
rarily suspended, as in the case of sick- 
ness or unemployment, or when earnings 
cease permanently, as in the case of 
death, disability or retirement. In either 
case, the purpose of the program is 
to afford a sense of security to those 
contributors, to overcome financial 
hardship, and to prevent people from 
falling into poverty when disaster strikes. 


Unlike private insurance, however, 
social insurance programs normally entail 
a number of cross subsidies. Since public 
programs also have to take into account 
social objectives they are designed to 
achieve a more equitable redistribution of 
income. In general, one’s benefits are 
financed by one’s past contributions and 
the interest they have earned. But they 
are also financed by the contributions of 
employers and those who never draw 
benefits. Extra benefits for dependents 
entail subsidies to families from single 
persons. Generous benefits in the early 
years of the program mean subsidies from 
the young to the old or from long-term 
contributors to short-term contributors. 


Although both unemployment insu- 
rance and the Canada and Quebec Pension 
Plans have provided considerable income 
protection to date, there are certain fea- 
tures which need improvement. The dis- 
cussion which follows relates only to the 
Canada Pension Plan. The White Paper on 
Unemployment Insurance considers the 
proposals relating to that program. 


CANADA PENSION PLAN 
Existing program 


In 1965 Canada adopted its first 
contributory, earnings-related — social 
insurance program for aged and disabled 
persons, and survivors. The Canada 
Pension Plan came into operation in 
January, 1966 with the collection of 
contributions from employers, employees 
and self-employed persons. The first 
retirement pensions were paid in January 
1967, and the first survivors’ benefits in 
February 1968. Disability benefits 
became payable in February 1970. 

The Canada Pension Plan was designed 
to provide an earnings-related retirement 
pension for members of the labour 
force, and together with the Quebec 
Pension Plan now covers about 92 per 
cent of them. It also provides benefits 
to contributors who become severely 
disabled, and to their children. When a 
contributor dies, a lump sum death 
benefit becomes payable, together with 
monthly benefits for the widow and 
children, or for the disabled widower and 
children if they had been dependent on 
the contributor. The Canada and Quebec 
Pensions Plans are closely co-ordinated 
and operate together to provide one 
nation-wide system. 

Employees earning more than $600 a 
year, and self-employed persons earning 
at least $800 a year, are covered from age 
18 up to pensionable age. It was intended 
that through this social insurance plan 
contributors would be able to build up 
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SOCIAL INSURANCE 


income protection for their old age. 
Workers are thus provided with orderly 
retirement plan arrangements, even if 
they are not covered by private pension 
plans, and are given income protection in 
case of disability and death. 

In our economy some industries are 
able to provide good retirement pensions 
for their employees, while others are 
unable to provide any at all. There is thus 
a very uneven distribution of income 
protection for retirement, disability and 
survivors available through private indus- 
try. Contribution rates and benefit levels 
in the public pension plan have been set 
having in mind the many private plans 
that had been developed over the years. 
The benefits have been designed to provide 
substantial protection, and at the same 
time not to be so generous as to discour- 
age the provision of private protection. 
The public plan protects people with no 
private pension plan and adds to the 
protection of those covered under modest 
plans. For those plans already offering 
very high benefits some adjustment or 
integration may be necessary. As a fairly 
new plan still in its transitional stage, the 
Canada Pension Plan has paid out only 
relatively small amounts in benefits so far. 
Benefit payments have risen from $1.3 
million in 1967-68 to $15.6 million in 
1968-69, and to $47.4 million in 1969-70. 
Contributions are currently about $750 
million a year. 


Benefits 


Retirement Pension — The earnings- 
related retirement pension was designed 
so that, when combined with the flat rate 
Old Age Security pension and any private 
pension arrangements or savings, it would 
prevent retired people from falling into 
poverty. It was only one component of a 
three-tiered system: Old Age Security, 
Canada Pension Plan and private pen- 
sions. Therefore it was set at a modest 
level — only 25 per cent of average 


previous earnings, to be added to the 
basic flat-rate Old Age Security pension, 
which is currently $79.58 a month. As 
this pension matures in future, it will 
progressively reduce the extent to which 
aged people will depend on the Guaran- 
teed Income Supplement and _ social 
assistance for income support. 

Disability Pension — The disability 
pension was designed to provide income 
support for those contributors to the 
Canada Pension Plan who, before reach- 
ing retirement age, might suffer a severe 
and prolonged disability. Because there 
was no flat-rate pension available to 
them, a flat-rate component was built 
into the disability pension; currently it 
amounts to $26.53 a month. In addition, 
the disabled contributor receives 75 per 
cent of the retirement pension he would 
have been entitled to had he reached 
retirement age. Flat-rate benefits are also 
provided for the children of disabled 
contributors. These benefits first became 
payable in 1970; disability insurance has 
thus only begun to cut into the problem 
of providing income support for disabled 
persons. In future it can be expected to 
have much greater impact than has been 
possible up to this point. 


Widow’s and Disabled Widower’s 
Pension — The widow’s pension was 
designed to extend some income protec- 
tion to widows whose husbands had been 
contributors to the plan. The full pension 
is payable to disabled widows, to widows 
with young children, and to other widows 
of 45 or more, and a partial pension is 
paid to other widows 35 to 45. The full 
pension for a widow of less than 65 
includes a flat-rate benefit of $26.53 a 
month plus 37% per cent of her hus- 
band’s retirement pension. At age 65 the 
benefit formula changes. The widow over 
65 gets a pension of 60 per cent of her 
husband’s retirement pension in addition 
to her Old Age Security. The same 
benefit as provided to the disabled widow 
is available to a disabled widower who 
was dependent on his wife for financial 
support at the time of her death. 

Orphan’s Benefit — Orphan’s benefits 
are payable on behalf of a deceased 
contributor’s unmarried dependent child- 
ren, whether or not the mother is 
alive. It may also be paid on behalf of 
a female contributor if she was maintain- 


ing the child at the time of her death. The 
rate for each of the first four children 
equals the flat-rate component of the 
widow’s pension, or $26.53 currently. 
For additional children the rate for each 
is one half the flat-rate amount. Benefits 
are payable until the child reaches 18, or 
until age 25 if the child continues to 
attend school or university full time. 

Death Benefit — When a contributor 
dies a lump sum death benefit equal to 
six times his monthly retirement pension 
up to a maximum of 10 per cent of the 
years maximum pensionable earning in 
the year of death, or $530 currently, is 
paid to his estate. 


Contributions 


The Plan is financed by contributions 
from employees and their employers, and 
from self-employed people. The federal 
government makes no contribution to the 
Plan, other than as an employer itself. 

Employees contribute at the rate of 
1.8 per cent on their earnings between 
$600 and $5,300, and this is matched by 
their employers. Self-employed persons 
pay the combined employee-employer 
rate. An employee’s maximum contribu- 
tion is $84.60 in 1970 and a self- 
employed person pays a maximum of 
$169.20. These amounts are paid into the 
Canada Pension Plan Account from which 
all benefits and administrative costs are 
paid. 

The maximum earnings on which a 
person could contribute in 1966 (Year’s 
Maximum Pensionable Earnings) was set 
at $5,000, which was the average wage 
for that year. For that part of his earnings 
in excess of this sum, a worker might 
contribute to a private pension plan or 
make his own arrangements for retire- 
ment savings. For each of the years 1968 
to 1975, the maximum was to be adjust- 
ed by the Pension Index which has a limit 
of 2 per cent on any year’s adjustment. 
By 1970, the maximum had reached 
$5,300 as a result of this adjustment, 
although the average wage had meanwhile 
risen to about $6,400. 


The Fund 


The Plan is required by law to lend the 
large surpluses that it is expected to build 
up in its first fifteen or twenty years on a 
proportionate basis to the provinces. Any 
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residual sums are lent to the federal 
government. On the provincial and fed- 
eral securities it holds, the Plan earns a 
considerable amount of interest. From 
April 1, 1966 to March 31, 1970 it has 
earned $278 million including $140 
million in 1969-70. 

The balance in the Canada Pension 
Plan Fund has grown steadily from a level 
of $89 million after its first 3 months of 
operation in March 1966 to $2.9 billion 
at the end of March, 1970. These sums 
have been invested largely in special 
provincial government bonds which pro- 
vide money for the provinces to spend in 
any way they choose. There has been a 
much higher level of funding than was 
originally anticipated or planned for. The 
1964 Actuarial Report predicted that the 
Fund would level off at about $8 billion 
in 1985 and then gradually decline. But 
current actuarial projections show the 
Fund accumulating about $8.5 billion by 
1975 and rising to $21.7 or $29.8 billion 
by 1990, depending on the assumptions 
used by the Chief Actuary. 

Although the size of the Fund’s bal- 
ance makes it appear that Canada Pension 
Plan benefits could be improved without 
difficulty, it must be remembered that 
the Plan is maturing gradually, with more 
and more contributors becoming bene- 
ficiaries every year. At some future date 
a break-even point will be reached when 
outlays will equal intake; at that point, 
consideration will have to be given to an 
increase in contribution rates. 


Proposed Changes 
1. Notice of Intent 


The Act requires that provincial 
approval be obtained by each of at least 
two thirds of the provinces having not 
less than two thirds of the population of 
all provinces before any _ substantial 
changes are made in the Plan. Three 
years’ notice must be given to the prov- 
inces before changes in the level of 
benefits or contribution rates can become 
effective. Therefore, discussions with the 
provinces regarding the changes needed to 
improve the Plan will be started as soon 
as possible after the White Paper has been 
published. The Government plans to 
introduce in the House of Commons 
in December 1970 a notice of intent 


to change the law so that changes 
along these lines can become effective by 
January 1973 if the required provincial 
agreement is obtained. 


2. Maximum Pensionable Earnings 


(a) The maximum pensionable earn- 
ings for a year should be raised in 
three steps from $5,500 in 1972 
to $7,800 in 1975, as follows: 


Present Proposed 
$ $ 
Lge 5,500 5,500 
ISI73} 5,600 6,300 
1974 5,700 7,100 
1975 5,800 7,800 
(b) The federal government should be 


given the legislative authority to 
reassess the $7,800 for 1975 to 
see if it is adequate and, if not, to 
take steps to adjust the ceiling to 
reflect changes in the average 
industrial wage. 

With average wages at $6,400 in 1970 
and a ceiling on pensionable earnings of 
$5,300, it is clear that the ceiling has 
fallen behind by $1,100 as compared 
with their relative position in 1966. This 
gap is expected to widen between 1970 
and 1975 because wages are rising faster 
than the ceiling can be increased. It is 
difficult to project with accuracy what 
the average wage level will be in 1975, 
but $7,800 seems to be a reasonable 
estimate. 

The result is that a larger and larger 
proportion of contributors are at or 
above the earnings ceiling. This process 1s 
steadily converting an earnings-related 
plan, in which the amount of benefits was 
supposed to bear some relationship to 
previous earnings, into another flat-rate 
benefit plan for all those contributors 
now above the ceiling. 

The Unemployment Insurance pro- 
gram now has a $7,800 ceiling on insu- 
rable earnings, and the recent White Paper 
proposes that this ceiling be adjusted to 
reflect changes in average income. The 
Old Age, Survivors’ and Disability Insur- 
ance program in the United States, 
which is comparable to the Canada Pen- 
sion Plan, has a ceiling of $7,800 on 
pensionable earnings, and consideration 1s 
being given to raising it further. The Advi- 
sory Committee of the Canada Pension 


Plan has recommended that the govern- 
ment raise the ceiling after expressing 
concern at what is happening to the Plan 
under the existing limitations. 

For all these reasons the government 
has decided to raise the maximum pen- 
sionable earnings to $7,800. However it 
has chosen to reach this goal in three 
steps rather than one so as to make the 
impact more gradual on contributors with 
earnings at or above the average as well as 
on their employers. In doing so it recog- 
nizes that the $7,800 maximum may 
itself be too low by 1975 in relation to 
prevailing wage rates. It therefore needs 
to have the authority to adjust the ceiling 
at that time, before the Earnings Index 
becomes effective in 1976. Under present 
legislation the ceiling in effect in 1975 
will be adjusted thereafter by an Earnings 
Index based upon an eight-year moving 
average of all salaries and wages in 
Canada. It would be applied to the ceiling 
of $7,800 in 1975 or whatever higher 
figure the ceiling for that year might be. 

This will of course mean an increase in 
maximum contributions by employers 
and employees — from $88.20 in 1972 to 
$102.60 in 1973, $117 in 1974, and 
$129.60 in 1975. Self-employed con- 
tributors will pay twice these amounts. 
However, the increase in the ceiling is not 
an across-the-board increase for all contri- 
butors, but an increase only for those at 
or above the earnings ceilings. 

If action is not taken to update the 
earnings ceiling, the earnings-related basis 
of the Plan will be undermined. The 
longer such action is delayed, the steeper 
will be the rise in maximum contribution 
rates that will eventually be required, and 
the lower will be the average benefits 
available for current contributors when 
they retire. By taking this action now the 
higher ceilings would increase the 
amounts of the retirement pensions going 
into pay, and also the amounts of the 
earnings-related components of disability 
pensions, widows’ pensions and disabled 
widowers’ pensions. 


3. Basic Exemption 


The basic exemption fora year is 12 per 
cent of the maximum pensionable earn- 
ings for that year rounded down to the 
nearest $100. Consequently, the basic ex- 
emption has to date been $600. If there 
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were no change in the Plan, it would from 
time to time increase. For example, when 
the maximum pensionable earnings are 
$7,800 the basic exemption would be 
$900. Increases in the basic exemption 


would exclude more years of con- 
tributions for people with very low 
earnings, years which may be very 


important insofar as the entitlement to 
benefits is concerned. Consequently, it is 
proposed that the Act be amended so 
that the Year’s Basic Exemption would 
be fixed at $600 a year. This would apply 
to the earnings of employees, and the 
self-employed would continue, as they do 
now, to make contributions when their 
earnings for a year are $800 or more. 


4. Disability Pension 


The benefit for a disabled contributor 
should be raised to $80 a month plus 100 
per cent of his retirement pension, the 
total reduced by the amount received 
under Old Age Security at age 65. 

The maximum benefit a disabled 
person can receive in 1970 is $106 a 
month, that is $26.53 plus 75 per cent of 
his retirement pension, and many dis- 
abled contributors are not eligible for the 
maximum, The government believes that 
a disabled contributor should be able to 
receive the same basic income support as 
a retired contributor. 


5. Wives of Disabled Beneficiaries 


A wife’s benefit of $80 a month, 
should be provided for disabled benefi- 
ciaries’ wives who are under 65 and have 
dependent children in their care. Like the 
other CPP benefits, this new benefit would 
also be escalated each year in accordance 
with the Pension Index. 

At present there is no benefit for the 
wife of a disabled beneficiary: the family 
of a disabled contributor receives the 
same amount of benefit whether or not 
his wife is living with them. This gives rise 
to hardship in those cases where the 
responsibility of caring for their young 
children prevents the wives of disabled 
men from working for pay. 


6. Children of Disabled Beneficiaries 


The benefit for a child of a disabled 
contributor should not be discontinued 
when the father reaches age 65. 


At present, a disabled contributor’s 
child is entitled to a benefit of $26.53 a 
month while his father draws the dis- 
ability benefit. But when the father 
reaches age 65 he starts drawing the 
retirement benefit and the child’s benefit 
ceases. If he continues to qualify after 
reaching age 65, his children, providing 
they are still young enough to qualify, 
should continue to receive the child’s 
benefit. 

The combined effect of the benefit for 
the child, and the proposed benefits for 
disabled contributors and wives in sec- 
tions 4 and 5 above, is illustrated in the 
following table which uses by way of 
example a family consisting of a disabled 
contributor, a wife, and two children. 


Canada Pension Plan Benefits 
For a Disabled Contributor, 
Wife and Two Children 


(amounts are those which 
commence in year shown) 


y Monthly Benefits Payable 
a When Average Pensionable 
Benefits Pawn 
arnings Are 
Become 
Payable braximum | $4,000 | $3,000 
$ $ $ 
1970 159.49 142.09 126.47 
1973 335.74 299.63 278.80 
1974 351.87 303°95 283.12 
OTS SPEED) 308.35 2872 
1976 S87 cl7 312.85 DESAY) 
LOT 396.62 317.45 296.62 


Many of these families will also receive 
full or partial benefits under the Family 
Income Security Plan. 


7. Widow’s 
Pensions 


and Disabled Widower’s 


The benefit for a widow and a disabled 
widower should be raised to $80 a month 
plus 75 per cent of the late spouse’s 
actual or imputed retirement pension, the 
total reduced by the amount received 
under Old Age Security at age 65. 

The maximum benefit a widow under 
65 can now receive is about $67 a month, 
that is, $26.53 plus 37% per cent of her 
husband’s actual or imputed pension, and 
many widows are not eligible for the 
maximum. The formula for the widow’s 
and disabled widower’s benefits should be 
revised so as to double the earnings-re- 
lated component of the benefit for those 


under 65, and to raise the flat-rate com 
ponent to the level of Old Age Security. 

The maximum benefit a widow over 
65 can now receive is $65 a month, that 
is, 60 per cent of her husband’s pension 
or about $145 including her Old Age 
Security. The proposal will provide the 
same maximum benefit to widows over 
and under 65. It is proposed that the new 
benefit formula applicable to widows 
would apply also to disabled widowers. 

In terms of family protection these 
pension proposals must be considered in 
combination with the orphan’s benefits 
described earlier. For purposes of illustra- 
tion, the following table indicates Canada 
Pension Plan benefits payable to a widow 
with two children. 


Canada Pensions Plan Benefits 
For a Widow and Two Children 


(amounts are those which 
commence in year shown) 


Monthly Benefits Payable 
Year When Average Pensionable 
Benefits Earnings are 
Become 
Payable 
Maximum | $4,000 $3,000 
$ $ $ 
1970 120.21 110.84 103.03 
LOWS 225.88 198.80 183.18 
1974 237.46 201.52 185.90 
1975 DSP PM| 204.29 188.67 
1976 262.87 207.13 NS Vilesyil 
NOHa 269.41 210.03 194.41 


In addition to the above benefits, 
many widows with children will also 
qualify for substantial monthly payments 
under the Family Income Security Plan. 


8. Earnings Test 


The earnings test is applicable to 
persons who are in receipt of retirement 
pensions in the age range of 65 to 69. The 
object of the test has been to encourage 
efforts to obtain additional income but 
not to provide pensions for those who 
were fully self-supporting. In 1971, such 
a person can earn up to $960 a year 
without affecting his pension. For every 
dollar he earns between $960 and $1,600 
his pension is reduced by 50 cents a year, 
that is, up to a maximum of $320. For 
every dollar he earns above $1,600 his 
pension is reduced by $1 a year. No 
reduction is made in his monthly pension 
for any month in which his earnings are 
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$80 or less. However, the Canada Pension 
Plan Advisory committee has asked that 
the earnings test be reviewed. It is pro- 
posed that this should be done in colla- 
boration with the provinces. 


9. Current Beneficiaries 


Persons who are already receiving sur- 
vivors’ or disability pensions in 1972 
should have their pension levels adjusted 
in 1973 to take into account the new 
benefit formulas. 

There will be more than 150,000 such 
people under the Plan by the time these 
proposals come into force. To avoid 
inequities and to ensure fair treatment for 
both new and old beneficiaries, these 
pensions should also be adjusted to take 
into account any amendments that are 
adopted. 


10. Technical Amendments 


The government also proposes to 
introduce a number of technical amend- 
ments to improve the administration of 
the Canada Pension Plan. These do not 
involve any substantive changes that 
require the prior consent of the prov- 
inces, but they have already been dis- 
cussed with representatives of the Quebec 
Pension Plan who have themselves sug- 
gested a number of the improvements. 


Cost of Proposals 


The government has obtained cost esti- 
mates for its proposals from the Chief 
Actuary of the Department of Insurance. 
He has been asked to make these estimates 
public. The following data have been 
extracted from these actuarial estimates. 


Benefits 


The proposals to raise the earnings 
ceiling and to improve the benefit form- 
ulas for disabled contributors and widows 
will of course entail higher expenditures 
on benefits in the years ahead. By 1985 it 
is anticipated that benefit payments and 
administration costs will amount to $2.9 
to $3.1 billion. 

Retirement benefit expenditures in 
1985 would amount to $1.2 billion if no 
changes were made in the existing plan, 
and to $1.5 billion as a result of the 
higher ceiling proposed. Disability benefit 
expenditures would amount to $250 mil- 
lion with no change in the plan, and to 


$500 million as a result of the higher 
ceiling, the improved formula, and the 
proposed benefit for wives. Widow’s 
benefits would require an outlay of $385 
million if there were no change, and of 
$825 million as a result of the higher 
ceiling and the improved formula. 


Contributions 


The proposal to increase the earnings 
ceiling to $7,800 by 1975 would entail 
contributions with respect to persons 
earning more than the 1972 maximum 
of $5,500 under the current legisla- 
tion. An employee earning $6,300 or 
more would have to pay $14.40 more in 
contributions in 1973 than the $88.20 he 
will pay in 1972. In 1974, an employee 
earning $7,100 or more would have to 
pay $14.40 more than in 1973. In 1975, 
an employee earning $7,800 or more 
would have to contribute $12.60 more 
than in 1974. The employer would have 
to match these extra amounts and a self- 
employed person would have to pay the 
combined amount. 

For these extra payments, better pro- 
tection would be provided. To get credit 
for his earnings between $5,600 and 
$6,300, an employee would be paying 
$102.60 rather than $90 in 1973; his 
extra protection would only cost him 
$12.60 more, or $1.05 a month. In 1974 
instead of paying $91.80 he would pay 
$117. And in 1975, rather than paying 
$93.60 on $5,800 of his income, he 
would pay $129.60 on $7,800 of his in- 
come — $36 more for coverage of the 
extra $2,000 earnings. 


The 1964 Actuarial Report anticipated 
that contribution rates would have to be 
increased sometime after 1985 if the 
balance in the Fund were not to be 
allowed to fall. Under the proposals now 
being made, even though benefit expen- 
ditures would increase relatively more 
than contributions, an increase in con- 
tribution rates would still not appear to 
be needed until after 1985 if the ac- 
tuary’s lower estimates are realized, or 
until after 1995 if his higher estimates 
turn out to be the right ones. 


The Fund 


The proposed changes in benefits and 
maximum contributions will of course 
affect the balances in the Canada Pension 
Plan Fund in future. The Chief Actuary 
has provided estimates to the year 2000 
of the benefit and administrative expen- 
ditures and revenues from contributions, 
and their impact on the Fund balances. 
Two sets of estimates have been provided, 
one called reasonable stability estimates, 
the other called moderate inflation es- 
timates. The reasonable stability es- 
timates assume that from 1975 on con- 
sumer prices will increase by only 1 per 
cent a year, average earnings will increase 
by only 3% per cent a year, and interest 
rates on new investments will be 4% per 
cent. The moderate inflation estimates 
assume that from 1975 on consumer 
prices will increase by 3 per cent a year, 
average earnings by 5% per cent a year, 
and interest rates will be 6% per cent. 
These assumptions are explained more 
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fully in the report which the Chief 
Actuary has prepared for publication. 


The following figures have been taken 
from that report. 


Reasonable Stability Estimates 


Benefits Total 
and Contribu- Balance 
Year Expenses tions in Fund 
$ millions $ millions $ billions 
1975 729.8 1,255.4 8.3 
1980 1,746.8 172228 1285 
1985 2,932.0 2,371.0 14.6 
1990 4,335.5 3,043.3 13.6 
1995 5,913.6 3,864.2 7.6 
2000 7,776.4 4,929.9 -4,2 


Moderate Inflation Estimates 


Benefits Total 
and Contribu- Balance 
Year Expenses tions in Fund 
$ millions $ millions $ billions 
1975 Sle 2mele Do Ae. 8.5 
1980 1,783.3 1,922.0 13.8 
1985 B27 2 Os 18.9 
1990 5,041.8 4,126.7 22.8 
1995 7,588.6 5,764.4 232 
2000 10,988.1 8,093.8 17.8 


The impact of the proposed changes 
on the balance in the Canada Pension 
Plan Fund is of considerable importance 
to the provinces who look to it as an 
assured source of investment funds. From 
these figures it can be seen that the 
provinces will have substantial sums 
available for investment in the next 15 to 
25 years. 


APPENDIX IV 


The early development of social assist- 
ance in Canada reflected traditions 
brought here from Britain and France, 
including the practice of providing assist- 
ance through local authorities embodied 
in the Elizabethan Poor Law and reliance 
on private and church charity. Towards 
the end of World War I and in the years 
that followed, the provinces entered the 
field with the establishment of mothers 
allowance programs for needy mothers 
with dependent children. 

Federal involvement on a major scale 
began in 1927 with the sharing of costs of 
provincial assistance payments for those 
aged 70 and over on the basis of a means 
test. This coverage was extended to the 
blind in 1936, to the aged in the 65 to 69 
age group in 1951, and to the disabled in 
1954. Federal aid was provided to the 
provinces for unemployment assistance 
during the depression of the 1930's, 
discontinued during World War I, and 
re-established in 1956. 


CANADA ASSISTANCE PLAN 


With the enactment of the Canada 
Assistance Plan in 1966, Canada had for 
the first time a comprehensive measure 
providing federal support for social assist- 
ance and welfare services. Federal contri- 
butions cover half of the cost of assist- 
ance payments and of developing and 
improving welfare services. 

Two points should be made clear 
about the Plan. While it authorizes federal 
sharing in the costs of assistance and 
welfare services, it does not involve the 
federal government in their direct admi- 
nistration. This is carried out by the 
provinces and their municipalities, except 
in the case of federal programs for War 
Veterans’ Allowances and Indian welfare. 
A second point is that the Plan does not 
specify precise conditions of eligibility 
nor does it set the amounts of assistance 
to be paid. These remain the respon- 
sibility of the provinces. While the broad 


and flexible provisions of the federal act 
provide a basis for effective provincial 
programs, in the final analysis the nature, 
quality and extent of such programs are 
determined by each province in accordan- 
ce with its perception of local and re- 
gional circumstances and the resources 
that it decides to make available. 

The major assistance costs that are 
shared are those for the basic require- 
ments of individuals and families, — that 
is, food, clothing, shelter, fuel, utilities, 
household supplies and personal necessi- 
ties. Special needs can also be met if they 
are necessary for the safety, well-being 
and rehabilitation of persons in need. 
Costs of care for persons in institutions 
such as homes for the aged, nursing 
homes and welfare institutions for child- 
ren are also covered. 


Health care services that may be pro- 
vided for persons in need include medical, 
surgical, obstetrical, optical, dental and 
nursing services, as well as drugs, dressings 
and prosthetic appliances. Hospital and 
medical care covered under federal- 
provincial health insurance plans are ex- 
cluded. 

Another important feature of the Plan 
is the support it provides for child welfare 
programs administered by provinces and 
voluntary agencies. This includes con- 
tributions to the cost of child protection, 
adoption services, and care in foster 
homes, group homes and specialized ins- 
titutions, including, under specified cir- 
cumstances, institutions for delinquent 
youth. 


Support is also provided through the 
Plan for costs associated with the ad- 
ministration of provincial and municipal 
assistance programs and for welfare ser- 
vices provided through public or vo- 
luntary agencies. The services covered are 
rehabilitation, casework, counselling, 
homemaker and day care services, and 
associated functions such as consultation, 
research, evaluation and staff training. 
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SOCIAL ASSISTANCE 


Community development services de- 
signed to improve the social and eco- 
nomic conditions of communities and to 
alleviate or prevent poverty are also 
shareable. 

The Plan provides for the sharing of 
costs of work activity projects which are 
governed by special agreements. These are 
projects designed to help people who 
have unusual difficulty in obtaining or 
holding employment. 

A mandatory eligibility requirement 
for assistance payments that is speci- 
fied in the Plan is that of need, which 
must be determined through a test which 
relates the budgetary requirements of 
applicants as reflected in provincial rate 
scales to income and resources. Federal 
sharing of welfare services extends to 
services provided to persons in need and 
also to persons who are likely to become 
needy if such services are not available to 
them. 

Through the Canada Assistance Plan 
the federal government took two kinds of 
initiative to encourage the development 
of better welfare programs. It extended 
federal contributions for the first time to 
assistance for needy mothers, health care 
services for persons in need, child welfare 
programs, and preventive and rehabilita- 
tive welfare services. It committed itself 
to aid the integration and streamlining of 
assistance programs, to the use of the 
needs test in determining eligibility, and 
the adoption of appeal arrangements asso- 
ciated with assistance administration. 


Expenditures and Number of Persons 
Served 


The estimated federal expenditures 
under the Canada Assistance Plan for 
1969-70 amounted to $450 million, with 
administrative costs amounting to 
$700,000 or 0.16 per cent of federal 
payments. Since not all provincial expen- 
ditures for welfare services are shared at 
the 50 per cent level, the provincial share 


of expenditures would likely exceed fed- 
eral costs by some $60 million, giving a 
total of close to $1 billion for federal and 
provincial expenditures for assistance and 
welfare service programs coming under 
the Plan. Further details on the cash be- 
nefit component of these expenditures 
may be found in Appendix S. 

Table 1 shows the number of recipi- 
ents of assistance and services in March, 
1970 under provincial programs assisted 
through agreements under the Canada 
Assistance Plan. This indicates that a total 
of 1,243,983 persons benefitted from 
such programs at that time. 


TABLE 1 


RECIPIENTS OF PROVINCIAL SOCIAL 
ASSISTANCE PROGRAMS AIDED 
THROUGH CANADA ASSISTANCE PLAN 
AGREEMENTS AS AT MARCH 31, 1970 


—— 
Province Number of | Percent of 
Recipients | Population 
Newfoundland 83,733 16.2 
Prince Edward Island 8,959 8.1 
Nova Scotia 47,862 6.2 
New Brunswick 50,660 8.1 
Quebec 433,864 ap) 
Ontario 334,816 4.4 
Manitoba 49,580 Sail 
Saskatchewan $2,161 ES) 
Alberta 76,970 4.8 
British Columbia 105,378 4.9 
TOTAL 1,243,983 5.8 
FEDERAL ROLE IN 
SOCIAL ASSISTANCE FIELD 


Social assistance in Canada has been 
primarily a provincial or local responsibi- 
lity. From both jurisdictional and admi- 
nistrative standpoints in a federal state of 
such immense size, the provinces are the 
appropriate authorities to bear this re- 
sponsibility. 

Over the years, federal financial sup- 
port and consultant services have had the 
effect of accelerating the extension and 
improvement of provincial and municipal 
programs. Federal aid has been particu- 
larly helpful in raising the level of assis- 
tance payments and improving welfare 
services in low-income provinces and in 
narrowing the gap between the benefits 
available to people in these provinces as 
compared with people in high-income 
provinces. Federal efforts to eliminate 
restrictive residence conditions have 


helped to remove barriers to mobility, 
thus ensuring that people can move to 
any part of Canada to seek employment 
or to be near relatives with the knowledge 
that help will be available if they need it. 
The federal government is prepared to 
continue its efforts to assist provincial 
governments in improving social assis- 
tance programs. It believes that much of 
the current criticism of such programs 
could be overcome if solutions could be 
found to some basic problems. These 
problems are described here and put for- 
ward for the consideration of the provin- 
ces as a basis for discussion and action. 


INADEQUACIES AND 
PROBLEM AREAS 


Entitlement to Assistance 


A fundamental weakness in the ad- 
ministration of social assistance in Canada 
is the failure to recognize that persons 
unable to support themselves have a right 
to assistance. Every individual should 
accept primary responsibility for support- 
ing himself. However, when he is unable 
to work or cannot find a job, then he 
must have a right to income support to 
meet his basic needs and those of his 
family. The sole limitation on this right 
should be a requiremnt that he show 
willingness to accept suitable employ- 
ment, training or rehabilitation where 
age, health and family responsibilities per- 
mit. 

Securing the recognition of assistance 
as a right under specified statutory con- 
ditions is an objective of the Canada 
Assistance Plan. This is indicated in the 
legislation by the definition of a person in 
need, by the basic requirement that the 
fact rather than the cause of need be the 
significant determinant of eligibility, by 
the elimination of residence restrictions, 
and by the requirement that appeal pro- 
cedures exist. Despite its intent, however, 
the provisions of the Canada Assistance 
Plan are not sufficiently specific to secure 
full recognition of the right to assistance. 

Considerable progress is evident when 
social assistance practices are compared 
with those of the past, but much remains 
to be changed. This change must stem 
from public attitudes as well as new 
welfare policies and administration. Judg- 
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ments of whether a person is ““deserving” 
or not still enter into decisions about 
eligibility and the amount of assistance 
payments. People are often denied assis- 
tance even when the alternative options 
of employment, training or rehabilitation 
are not really available. These practices, 
combined with the failure to let appli- 
cants know clearly where they stand 
under the law, are among the basic 
causes of problems associated with Cana- 
da’s social assistance programs. 

A related problem is that arbitrary 
limitations on access to assistance are 
applied as a general policy without refe- 
rence to individual circumstances. An ex- 
ample is the practice of denying assis- 
tance to persons involved in labour dis- 
putes. Sufficient resources from savings, 
loans, strike pay or relatives are found by 
most workers, but there are always some 
instances, particularly in long drawn-out 
disputes, where the interruption of earn- 
ings causes a financial crisis. Assistance is 
the only public mechanism that can pro- 
tect the individual and his family when 
their survival is threatened by a situation 
beyond their personal control. Therefore, 
people should know that access to assist- 
ance will not be denied and that indi- 
vidual circumstances of need will be the 
governing considerations that will deter- 
mine whether or not assistance will be 
granted. 


Incentives 


In determining eligibility for assist- 
ance, some exemptions of earned income 
are allowed, but these are usually suffi- 
cient to cover only casual earnings and 
are generally limited to long-term re- 
cipients. Exemptions for short-term em- 
ployable recipients are typically very 
limited or non-existent. 

This practice has serious implications 
in terms of its effect on incentives to 
become self-supporting. .If a recipient 
loses a dollar of assistance for each dollar 
that he earns, there is little incentive for 
him to seek work or improve his employ- 
ability. This problem is particularly severe 
when a person’s earning capacity, even 
when fully employed, does not exceed or 
is less than his assistance entitlement and 
when his prospects for continuing work 
are uncertain. 


A variety of methods for exempting 
portions of earned income exist. These 
need to be considered with a view to 
implementing the most effective methods 
of creating incentives to self-support. 


Inadequate Levels of Assistance 


Rates of assistance often remain too 
low to provide for a reasonably adequate 
level of support. The problem of inade- 
quate benefits has three major compo- 
nents: the range of benefits, the rates 
allowed for recognized items of need, and 
the practice of granting amounts of assis- 
tance that are less than the stated rates. 
Generally speaking, provision is made for 
only the most essential items in the 
budget. Only under special circumstances 
is there coverage of additional elements 
necessary for meaningful family function- 
ing and participation in the life of the 
community. Specific examples are costs 
of telephones, transportation for pur- 
poses other than obtaining health care, 
upkeep of household appliances and fur- 
nishings, and adequate personal care. 

While some programs provide reason- 
ably adequate food allowances, their 
effect is weakened by inadequate allow- 
ances for shelter, clothing, household 
supplies, and personal requirements. The 
effect of inadequate rates is compounded 
when periodic adjustments in rates fail to 
reflect increased costs of living or rising 
living standards. In some provinces there 
is a fixed ceiling on payments irrespective 
of actual needs or costs. 

It is common practice for the unem- 
ployed, whose need is assumed to be of 
relatively short duration, to be provided 
with only emergency issues for food ona 
week-by-week basis. Some programs have 
provisions which exclude payment of 
regular allowances for clothing and per- 
sonal and household requirements to such 
persons. The result is that recipients of 
social assistance payments suffer from 
inadequate nutrition, substandard hous- 
ing, and other forms of deprivation. 

Reasons for the inadequacies of assist- 
ance standards are not hard to find. 
Limitations on financial resources are a 
prime reason in certain low-income pro- 
vinces. Lack of consensus about what 
constitutes adequate standards of assist- 
ance complicates the problem. There are 
obvious difficulties in defining what is 


adequate, among them differences in 
community and cultural norms and in 
regional and urban-rural spending pat- 
terns. The establishment of appropriate 
standards is essential if adequate levels of 
assistance are to be achieved. 


Deficiencies in Appeal Procedures 


Each province has undertaken, in its 
agreement under the Canada Assistance 
Plan, to provide for appeal procedures in 
the law governing its assistance program. 
The provinces have also agreed to ensure 
that applicants and recipients are in- 
formed of their right to appeal. The 
agreements do not, however, specify the 
kinds of arrangements to be adopted. 

Appeal procedures have been the sub- 
ject of continuing federal-provincial dis- 
cussions at both the ministerial and offi- 
cial levels for the past four years and 
significant progress has been made. Prior 
to 1966, only four provinces made some 
provision for appeal: two to either the 
Minister or officials of the department, 
and two to independent committees. In 
one of the latter, the committee could be 
overruled by the Minister on the advice of 
the Director of Social Welfare. 

However, six provinces now provide 
for initial administrative review of grie- 
vances followed by appeal to an inde- 
pendent committee for board if the appli- 
cant is not satisfied. In two other provin- 
ces, there is direct recourse to a central 
appeal board. Another province is esta- 
blishing a system of regional appeal 
bodies, and the remaining one is currently 
reviewing its system of local ad hoc 
tribunals. 

While improvements have been made, 
some basic problems remain. The infor- 
mation available to applicants and recipi- 
ents about their right to appeal is inade- 
quate in most parts of Canada. In two 
provinces the authorized appeal body is 
not fully independent of ministerial con- 
trol. In a number of provinces the 
grounds for appeal are limited and there 
is inadequate provision for representation 
of recipients. In general, there is little 
effort to publicize the decisions of appeal 
tribunals. 

The right of applicants or recipients to 
appeal, to an independent body, the ad- 
ministrative decisions affecting their 
interests must be clearly established, eas- 
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ily pursued, and known to them. Appeals 
machinery to achieve this should be im- 
proved to ensure speed, impartiality, and 
minimum expense. 


Communication and Information 


A basic ingredient in securing improve- 
ment in welfare programs in Canada must 
be a greater understanding of the prob- 
lems of the poor and their feelings about 
the programs designed to help them. One 
way of achieving such understanding is 
the development of more effective two- 
way channels of communication between 
the welfare system and those it serves. 

A recent development, which demon- 
strates the need for such communication 
and offers a means of providing for it, is 
the formation of low income and welfare 
rights groups. Some of these groups have 
been supported through the National Wel- 
fare Grants program. Support on a broad- 
er continuing basis would enable these 
groups to fulfill their essential role. 

A related question is that of the need 
for more effective methods of informing 
the public, and more particularly appli- 
cants for and recipients of assistance, 
about the availability of assistance and 
welfare service measures. To what are 
they entitled? Where can they secure 
information? How and where do they 
apply? What recourse have they to 
appeal against adverse administrative deci- 
sions? Because of this lack of informa- 
tion, many people are not receiving the 
assistance that is available and to which 
they are entitled. This continues to be 
one of the most serious weaknesses of the 
social assistance system. 

The need for a better understanding of 
the problems and attitudes of disadvan- 
taged people has been recognized by the 
federal and provincial ministers of welfare 
who set up a task force to advise them on 
ways of reducing alienation. This task 
force is giving special attention to three 
questions: how welfare recipients can be 
more effectively involved in the decision- 
making process related to welfare poli- 
cies; how to foster the formation of 
responsible organizations of welfare reci- 
pients and their involvement in the imple- 
mentation of policies; and how best to 
effect improvement in the treatment of 
individual welfare recipients by adminis- 


trators in order to reduce misunder- 
standing and frustration on both sides. 


Administration 


The practices followed in the adminis- 
tration of assistance have often reflected 
the belief of some administrators, and a 
significant segment of the public, that 
there are large numbers of persons who 
would rather receive assistance than 
work. The evidence available suggests 
that belief to be wrong. Punitive practices 
followed in assistance administration are 
neither appropriate nor useful. 

It has become clear that administrative 
practices should be improved in a number 
of specific ways. The administrative pro- 
cess should be greatly simplified, the pro- 
cedures should be such as to require 
minimum invasions of privacy, the areas 
of administrative discretion should be re- 
duced, and assistance administration 
should be linked more closely with ef- 
forts to secure job opportunities. These 
steps would reduce the possibility of 
punitive and judgmental attitudes being 
applied in the administration of assist- 
ance, help to preserve the dignity and 
integrity of recipients, and reinforce their 
efforts to achieve self-support. 

The provinces and the federal govern- 
ment have formed a task force to explore 
ways of improving and simplifying the 
administration of assistance programs. 
Through this medium, a co-ordinated ef- 
fort is being made to draw together and 
to capitalize on the improvements that 
have been made in various jurisdictions. 


Cost-Sharing Arrangements 


During the period that the Canada 
Assistance Plan has been in effect, a 
number of provinces have expressed con- 
cern about its financial application. These 
relate to the equity of its effect and 
the problem of finding provincial re- 
sources to enable fulfillment of its po- 
tential. The following are some of the 
more significant areas of concern. 

The Plan covers costs of care in nurs- 
ing homes and similar institutions, but 
excludes hospital care. Changes in pat- 
terns of providing institutional care for 
the retarded and for those no longer 
requiring active mental hospital treatment 
have made it difficult to establish and 
administer equitable conditions for ac- 


ceptance of institutions caring for such 
persons. 


Similar problems exist in institutional 
care and services for delinquent youth. 
The Plan covers care and services offered 
through child welfare programs, but ex- 
cludes correctional institutions and ser- 
vices. Thus costs of care for delinquent 
youth are shared in provinces where they 
are provided through a child welfare pro- 
gram, but are excluded in those where 
they are part of a correctional program. 


The Plan requires that residence not be 
a condition of assistance under programs 
for which costs are shared. The view of 
British Columbia is that the costs of its 
assistance programs are unduly high be- 
cause of high rates of migration and 
transient movement to the province, and 
that it should receive special federal com- 
pensation. A “portability grant” is sug- 
gested as a means of compensating for this. 


The provinces in the Atlantic Region 
are concerned that the sharing formula 
under the Plan does not recognize the 
high incidence of need for assistance that 
they face because of consistently high 
rates of unemployment and other special 
problems of the region. These problems 
and the limitations on their financial 
resources prevent them from using the 
Plan as effectively as the high-income 
provinces. Their view is that the sharing 
formula should provide contributions ex- 
ceeding 50 per cent of costs in recogni- 
tion of their special circumstances. 


Social Welfare Services 


The preventive and _ rehabilitative 
objectives of the plan are emphasized in 
its support for welfare services provided 
in cases where there is financial need or 
the likelihood of such need if services are 
not provided. Such services are particular- 
ly important in the context of social 
assistance because they offer the means 
to prevent dependency and to help reci- 
pients regain their capacity for self- 
support. While there have been significant 
improvements in the financing and deli- 
very of welfare services in recent years, 
the extension and development of welfare 
services have not resulted in the level of 
services required to achieve the objectives 
of the Plan. 
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Day Care and Home-maker Services 


This deficiency is particularly marked 
in respect to day care and home-maker 
services. In re-assessing the position of 
social assistance within the framework of 
income security policy, consideration of 
the role of these services assumes particu- 
lar importance because of the part they 
can play in helping people become self- 
supporting. This is particularly true in the 
case of the mother with dependent chil- 
dren for whom alternative care may pro- 
vide the opportunity to work, but access 
to such services is also needed by other 
employed people with low incomes. An 
alternative to the needs test now employ- 
ed under the Plan would be to develop a 
simplified income test. Through it the 
services would be provided, with the ex- 
tent of payment by the family being 
determined through the use of a scale of 
payments related to family income. 

Discussions concerning the develop- 
ment of an alternative income test of this 
kind for the support of day care and 
home-maker services and of consequent 
changes in the Canada Assistance Plan 
will be held with the provinces. 


Youth Services 


The sense of alienation and ruthless- 
ness that affects troubled youth today 
poses special problems. The problems of 
such youth are associated with a lack of 
continuing family support, their question- 
ing of the contemporary value system and 
their difficulty in finding what they re- 
gard as meaningful and productive work. 
Part of the solution seems to lie in agen- 
cies which young people themselves can 
operate and identify with and which can 
act as an intermediary with the broader 
community. 

A variety of ways are being tried to 
provide services to such youth. They in- 
clude hostels, drop-in centres and crisis 
intervention centres. Counselling, health 
services and liaison with community wel- 
fare and manpower services are needed. 
These have to be specially adapted to 
reach and involve youth. Support for 
such projects has been provided through 
the National Welfare Grants program and 
to a limited extent through the Canada 
Assistance Plan. The Government pro- 
poses to review the Plan in collaboration 


with the provinces to find better ways of 
providing support to such activities in a 
manner that will ensure a responsiveness 
to the needs of youth. 


Community Development Services 


While the provision of services that 
help people with individual problems is of 
basic importance, there is also a need of 
support for services that help people 
improve the social and economic con- 
ditions of their communities in order to 
lessen or remove the causes and effects of 
poverty. A good deal of experimentation 
with community development has gone 
on, some of it supported by the federal 
government under the National Welfare 
Grants program and the Canada Assist- 
ance Plan. If community development 
programs in low-income areas of commu- 
nities and low-income regions are to be 
employed on a broader basis, there 
should be joint review by the provinces 
and the federal government of the suita- 
bility of the Plan as a measure for 
supporting community development, and 
of ways in which such programs can be 
developed in relation to existing welfare 
systems. 


Work Activity Projects 


Efforts to rehabilitate assistance recipi- 
ents have made it clear that there are 
some persons who, while not physically 
or mentally disabled in a recognizable 
sense, are nevertheless unable to secure 
and hold employment or to benefit from 
the usual rehabilitation and training pro- 
grams. Work activity projects are intend- 
ed to prepare such persons for either 
entry or return to employment or for 
training. They are ventures into a relative- 
ly unexplored area. 

The Plan provides for sharing the costs 
of such projects as a means of assisting 
the provinces to experiment with and 
develop this method of rehabilitation for 
those whose problems do not respond to 
traditional approaches. Projects have been 
initiated or are under consideration in 
almost all provinces. 

Although limited use has been made of 
this approach to date there is evidence 
that it can be a useful means of enabling 
selected persons to improve their capacity 
to take advantage of regular training and 
placement opportunities. More wide- 


spread use of such projects and greater 
experimentation in determining the most 
effective ways of helping this type of 
person is needed. 


Welfare and Manpower Programs 


The rising numbers of employable 
persons applying for social assistance has 
highlighted the need of welfare recipients 
and others vulnerable to job insecurity to 
have better access to rehabilitation, train- 
ing and employment services. The partic- 
ular circumstances and needs of people 
with persistent unemployment histories 
are often very complex, and they require 
several kinds of remedial help before they 
can become fully self-supporting members 
of the labour force. Employers are na- 
turally interested in hiring the best qual- 
ified worker. As long as employment 
growth remains slow, it will inevitably be 
difficult for these less skilled and less pro- 
ductive workers to find remunerative 
jobs. 

A major government objective is to 
enable as many persons as possible to 
become economically selfsufficient. Wel- 
fare programs and manpower programs 
offer complementary forms of help re- 
lated to their needs. The aim of contem- 
porary welfare programs is to go beyond 
merely alleviating the financial needs of 
people and to provide for a range of social 
welfare services designed to support recip- 
ients in their efforts to become econom- 
mically self-supporting. Manpower pro- 
grams offer employment-oriented career 
counselling, adult training, job referrals, 
mobility assistance and other employ- 
ment-related services to provide avenues 
by which individuals can improve their 
employment capabilities. 

The successful discharge of the social 
and economic responsibilities of govern- 
ment calls for a close working relation- 
ship between provincial and federal agen- 
cies. There has been considerable im- 
provement in the extent and quality of 
welfare and manpower programs in recent 
years but more attention needs to be 
given to the relationships between them. 
This is reflected in the concern expressed 
about the difficulty, particularly in times 
of slack employment, of securing employ- 
ment opportunities for the disadvantaged. 
The number of employable unemployed 
persons applying for assistance has in- 
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creased recently and alternatives such as 
employment, training or rehabilitation 
have not been readily available to many of 
them. 

If efforts to keep the need for assist- 
ance to a minimum and to provide oppor- 
tunities for the disadvantaged are to be 
successful, it will be necessary for welfare 
and manpower authorities to find improv- 
ed ways of working together in achieving 
manpower authorities to find improved 
ways of working together in achieving 
their complementary objectives. This will 
have to include joint efforts to clarify 
their respective roles and continuing con- 
sultation in the planning and implementa- 
tion of programs to ensure that they 
eliminate the gaps that now exist. 


Vocational Rehabilitation and CAP 


Federal support for rehabilitation is 
provided through two programs—the 
Canada Assistance Plan administered by 
the Department of National Health and 
Welfare, and the Vocational Rehabilita- 
tion of Disabled Persons program admin- 
istered by the Department of Manpower 
and Immigration. While there are differ- 
ences in the coverage of these programs 
and in the assumptions on which they are 
based, there has been a tendency on the 
part of the provinces to regard these two 
programs as alternative means of finan- 
cing rehabilitation services. If rehabilita- 
tion programs are to be more effective, 
relationships must be clarified and federal 
support given a sharper focus. Interde- 
partmental and federal-provincial consul- 
tations have taken place with a view to 
resolving these questions. 


Conclusion 


The problems discussed above, if effec- 
tively dealt with, would in the view of the 
federal government resolve many of the 
inadequacies and remove much of the 
criticism of social assistance programs. 
They are concerned with the policies and 
practises followed under such programs, 
their relationship to other measures, and 
the effectiveness of the Canada Assistance 
Plan in providing support for continuing 
development. The federal government is 
prepared, through intensive consultation 
and through review and amendment of its 
own legislation, to play its part in resol- 
ving these problems. 


APPENDIX V 


EXPENDITURES 


Canada’s social security system has 
been evolving for more than a century, 
but the era of greatest growth has come 
about since the end of the second world 
war. Many other industrial countries set 
up and operated systems of social 
security long before Canada did, but this 
country has made up for the lag in 
development by gradually building up a 
comprehensive social security system in 
the last 25 years. The income security 
structure which is a major part of the 
social security system has been largely 
responsible for this. 

In the evolution of this system Canada 
has used four income security techniques. 
These techniques have been described in 
Chapter S and are: social insurance, 
demogrants, guaranteed income and 
social assistance. Canada has been one of 
the countries which has relied heavily on 
the use of demogrants. In 1969-70 
demogrants represented 51 per cent of 
total income security expenditures, due 
principally to the amounts spent for Old 
Age Security benefits. Social insurance 
benefits, which were 23 per cent of the 
total in 1969-70, have chiefly been for 
short-term unemployment benefits. It is 
only recently that social insurance has 


been extended to old age, survivors, and 
disability benefits. Spending on social 
assistance has been heavy: in 1969-70 
these expenditures accounted for 20 per 
cent of total income security outlays. Be- 
cause guaranteed income is a recent de- 
velopment; spending it represented only 
6 per cent of the total in 1969-70. 

Expenditures on income security by 
governments at all levels, which do not 
include payments for social services, nor 
the cost of administering programs 
increased from $733 million in 1949-50 
to about $4.5 billion in 1969-70. As 
costs have been rising over the period, 
the increases in current dollar 
expenditures do not reflect the real value 
of payments made to persons who receive 
income security benefits. When spending 
in 1969-70 is corrected for price increases 
and expressed in terms of the purchasing 
power of the 1949 dollar, the increase in 
real terms over the 20—year period has 
been from $733 to $2.7 billion. 

With respect to the current dollar 
payments made for income security in 
1969-70, it is estimated that only $2.7 
billion was actually paid to people in 
poverty. The remaining $1.7 billion was 
paid to people not in poverty whose 


INCOME SECURITY 


incomes were unexpectedly cut off, or 
who had children to support. 

The simplest way to examine income 
security expenditures is to look at each 
program in turn to see what it has been 
costing over the last two decades. In 
Table 1 are presented the annual benefit 
expenditures for each of the major Ca- 
nadian income security techniques in 
selected fiscal years. Tables 2, 3 and 4 
present expenditures in selected fiscal 
years for income security programs 
grouped according to the nature of the 
program. 


SOCIAL INSURANCE PROGRAMS 


Expenditures on social insurance 
benefits have increased from $223 million 
in 1949-50 to $1 billion in 1969-70. The 
real increase in 1969-70 is to $622 
million when the current dollar 
expenditures in that year are expressed in 
terms of 1949 purchasing power. The 
largest single program in this category, as 
Table 2 indicates, is the Unemployment 
Insurance plan which now pays out more 
than $500 million in benefits. As yet, the 
Canada and Quebec Pension Plans 
together account for only $63 million of 


TABLE 1. TOTAL AND PERCENTAGE DISTRIBUTION OF EXPENDITURES BY THE FEDERAL AND PROVINCIAL GOVERNMENTS 
BY INCOME SECURITY TECHNIQUE IN SELECTED FISCAL YEARS, 1950 TO 19704) 


i 1949-50 1954-55 1959-60 1964-65 1969-70(b) 
tncome secneity Total Percentage Total Percentage Total Percentage Total Percentage Total Percentage 
Horuntd ue Expend- Distn- Expend- Distri- Expend- Distri- Expend- Distri- Expend- Distni- 
itures bution itures bution itures bution itures bution itures bution 
| uke H 
$ millions $ millions $ millions $ millions $ millions 
Social insurance benefits 223.0 30.4 445.5 34.7 650.0 B25 639.6 24.5 1,008.1 23.1 
Demogrants DAS 40.6 AMO 56.1 1,067.5 S32 1,469.6 56.3 2,201.5 $0.5 
Social assistance DD 29.0 117.8 Cy) 278.7 14.0 $01.5 19.2 891.2 20.4 
Guaranteed income(¢) = 2 a = = 2 = = 263.0 6.0 
TOTAL WBA 100.0 1,282.0 100.0 1,996.2 100.0 2,610.7 100.0 4,363.8 100.0 


(a)See Tables 2 to 4 for detail. 
(b) Estimated. 


(¢)Guaranteed Income Supplement for OAS recipients, which began in January 1967. 


aif 


TABLE 2. TOTAL EXPENDITURES UNDER FEDERAL AND PROVINCIAL 
SOCIAL INSURANCE PROGRAMS 
IN SELECTED FISCAL YEARS, 1950 TO 1970 


($ millions) 


Program ees 1954-55 | 1959-60 | 1962-63 1963-64 | 1964-65 | 1965-66 | 1966-67 | 1967-68 | 1968-69 [ 1969-7064) 

Canada Pension Plan = = = = = = = 0.1(b) 1.3 15.6 48.0 
Quebec Pension Plan = = = = = = = (b) 0.4 5.0 15.0 
Unemployment Insurance 86.1 257.6 415.2 403.2 365.7 335.0 297.8 | 307.0 388.6 459.1 542.1 
Workmen’s Compensation(C) 40.9 58.2 85.2 104.5 111.6 124.3 141.6 S529 162.2 176.8 185.0 
Veterans Pensions(4) 96.0 WPI) 149.6 175.9 BP 180.3 185.6 195.9 205.2 WS) 218.0 

TOTAL 223.0 444.5 650.0 683.6 650.5 639.6 625.0 658.9 U5 Ue 879.4 | 1,008.1 
(a)Estimated. 


(b)Payments of benefits commenced January 1967; totals for 1966-67 (fourth quarter only) were CPP $50,900, QPP $4,100. 
(c)Cash benefits only. 
(d)Pensions for disabled veterans and widows. 


TABLE 3. TOTAL EXPENDITURES BY THE FEDERAL AND PROVINCIAL GOVERNMENTS 
ON DEMOGRANT PROGRAMS IN SELECTED FISCAL YEARS, 1950 TO 1970 


($ millions) 


Program 1949-50 | 1954-55 | 1959-60 | 1962-63 | 1963-64 | 1964-65 ees 1966-67 | 1967-68 | 1968-69 | 1969-70) 
T + 
Old Age Security (b) = 85a 574.9 734.4 808.4 885.3 927.3 1,033.4 S353 1,296.8 1,467.0 
Family Allowances(¢) 297.5 366.5 492.6 532.8 §39.9 547.9 554.5 559.6 616.7 643.9 656.5 
Youth Allowances(4) = = = 10.9 1255 36.4 64.0 67.6 Wall 75.6 78.0 
TOTAL 297.5 HANG 1,067.5 | U2 Tiesto 1,360.8 1,469.6 1,545.8 1,660.6 1 sy. ep 0 os) PROXIES) 


(a)Estimated. 
()Excludes benefits paid under the Guaranteed Income Supplement program commencing January 1, 1967. 


(C)Includes Family Assistance benefits for children of immigrants and, from 1967-68, payments under Quebec’s Family Allowances program. 
(d) Includes Quebec Schooling Allowances from 1962-63 and Newfoundland’s Parents’ Supplement (Schooling Allowances) from 1966-67. 


TABLE 4. TOTAL EXPENDITURES BY THE FEDERAL AND PROVINCIAL GOVERNMENTS 
ON SOCIAL ASSISTANCE PROGRAMS IN SELECTED FISCAL YEARS, 1950 TO 1970 


($ millions) 


PROGRAM 1949-50 |1954-55 1959-60 tae 1963-64 | 1964-65 | 1965-66 | 1966-67 | 1967-68 | 1968-69 1969-70) 
Assistance for 
special groups: 
(means-tested) 
Aged 119.6 41.8 60.6 76.4 78.4 90.0 85.8 64.0 34.8 14.2 3.0 
Blind 4.7 3.9 5.6 6.5 6.7 dies 733 6.8 Sin72 4.8 4.4 
Disabled - 0.8 B2e2 392 40.4 46.8 47.6 47,2 30.8 28.6 23.8 
Veterans 58.2 28.3 62.6 87.8 89.4 99.6 108.2 eal 107.6 105.2 107.0 
Indians and Eskimos 1.0 0.8 IES 3.5 4.4 6.0 10.5 11.0 18.9 20 18.0 
General Assistance: 
(needs-tested) 
Mothers’ allowances(>) 16.1 23.0 39.8 36.5 36.9 36.4 40.0 46.4 293 28.6 28.0 
Unemployment assistance 12.6(¢) 19.20) 76.4 | 193.0 | 214.8 | 215.2 | 203.4 | 286.6 87.4 30.4 29.2 
Canada Assistance Plan(4) = = = = = 2 = 43.0 | 440.0 | 588.2 677.8 
OMATE Qe iN ifekes 27S IF 442.9 | 471.0 501.5 502.8 CHUG/EAL 758.0 820.2 | S9ile2 
(a) stimated. 


(b) From 1965-66, program replaced in some provinces by Social Assistance and included under Unemployment Assistance. 


(C)At the provincial level, includes expenditures on assistance for unemployed persons prior to the introduction of the Unemployment Assistance 


program. 


(4) Assistance payments only; excludes expenditures on health and welfare services, child welfare, and care of children in institutions. 


58 


this total. These figures relate only to 
the cost of benefits actually paid out to 
beneficiaries, and do not show the 
amounts contributed to these plans, the 


amounts accumulating in the plans’ 
funds, nor the outlays for program 
administration. 


Canada Pension Plan 


As a fairly new plan still in its 
transitional stage, the Canada Pension 
Plan has paid out only relatively small 
amounts in benefits so far. Retirement 
benefits were first paid in January, 1967, 
survivor’s benefits in February, 1968, and 
disability benefits in February, 1970. 
Benefit payments have risen from $1.3 
million in 1967-68 to $15.6 million in 
1968-69, and to $48 million in 1969-70. 
In March, 1970, there were 160,070 
beneficiaries under the Plan of whom 
114,939 received retirement pensions. 
Contributions into the fund considerably 
exceed benefits and are currently about 
$750 million a year. 


Quebec Pension Plan 


The Quebec Plan paid out $15 million 
in benefits in 1969-70. Payments in 
March, 1970, were made to 49,326 
beneficiaries of whom 31,858 were 
receiving retirement pensions. Contri- 
butions, on the other hand, amount to 
about $250 million a year. 


Unemployment Insurance 


In the last twenty years the benefits 
paid out by the Unemployment Insurance 
Commission have increased from $86 
million in 1949-50 to about $540 million 
in 1969-70. Payments in any year rise or 
fall depending on the extent and duration 
of unemployment. In 1969-70 the average 
number of claimants at the end of each 
month was 428,300. 


Veterans’ Pensions 


In the same period, payments of 
pensions to disabled veterans and their 
dependants or survivors have more than 
doubled, rising from $96 million in 
1949-50 to $218 million in 1969-70. 
While the numbers in receipt of veterans’ 
pensions have been declining in recent 
years, there were still 162,312 receiving 
pensions in March, 1970. 


Workmen’s Compensation 


Provincial Workmen’s Compensation 
Boards have paid cash benefits to injured 
workmen or their surviving dependants 
amounting to $40 million in 1949-50 and 
to $185 million twenty years later. From 
available data it is difficult to estimate 
the number of beneficiaries under 
Workmen’s Compensation programs in 
Canada. In terms of injuries reported in a 
calendar year, an approximation can be 
made of the income security effect of this 
program. In 1967, for example, there 
were reported 253,694 cases of 
temporary __ disability, 133713 4 ot 
permanent disability, and 1,066 fatal 
injuries. 


DEMOGRANT PROGRAMS 


Three income security programs 
provide benefits on a universal basis 
related only to age and residence. Expend- 
itures in this category have risen from 
$298 million in 1949-50 to $2.2 billion in 
1969-70, in current dollars as Table 3 
indicates. In terms of 1949 dollars the 
increase in this period has been from 
$298 million to $1.4 billion. Most of this 
increase is accounted for by the fact that 
the largest single program, Old Age 
Security, commenced in 1952 and has 
been expanded in amount and scope 
several times since. 


Old Age Security 


During the past 15 years, the cost of 
old age security benefits has increased 
four-fold — from $353 million in 1954-55 
to $1,467 million in 1969-70, providing 
benefits to 1,670,639 aged persons in 
March, 1970. By 1971-72 it is forecast 
that this program together with the 
Guaranteed Income Supplement will cost 
$2 billion. Of course, since 1965, the 
70-year age limit for eligibility has been 
lowered a year at a time until this year 
65-year-olds became eligible. As a result, 
the 569,000 persons in the age group 
65-69 in 1970 were eligible for the OAS 
pension. 


Family Allowances 


In contrast with the Old Age Secur- 
ity program, the costs of family allow- 
ances have not quite doubled in the past 20 
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years. Expenditures on this program were 
$297 million in 1949-50, and by 1969-70 
they had risen to $566 million, including 
Family Assistance benefits for children 
of immigrants during their first year in 
Canada and Canadians returning to take 
up residence. The number of children 
under the program has been relatively 
stable in recent years. In March, 1970, 
benefits were paid to 2.9 million fami- 
lies with 6.9 million children. 


Youth Allowances 


The federal Youth Allowance program 
began in 1964. Quebec has had its own 
Schooling Allowances program since 
1961. When the federal program came 
into effect in 1964, the federal and 
provincial programs were made com- 
parable and Quebec’s program was then 
financed by the federal government 
through special fiscal arrangements. 
Together these programs accounted for 
$36 million in 1964-65, and for $78 
million five years later. In March, 1970, 
payments were made with respect to 
672,000 youths aged 16 and 17 in all of 
Canada. 


SOCIAL ASSISTANCE PROGRAMS 


Table 4 shows that twenty years ago, 
in 1949-50, the federal and provincial 
governments together spent $212 million 
on various categories of social assistance. 
Of this sum, the federal government 
provided $93 million for old age and 
blindness pensions, and $58 million for 
needy veterans. In 1969-70 all levels 
of government together spent $891 mil- 
lion for social assistance for 1,250,000 
persons. The real increase in terms of 
1949 dollars over this period has been 
from $212 million to $550 million. These 
figures are for assistance payments only, 
and do not include expenditures on social 
services, 

During this period, three new 
federal-provincial shared cost programs 
were introduced — disability allowances 
(1954), unemployment assistance (1956), 
and the Canada Assistance Plan (1966) 
which has encompassed most of the other 


previously-existing social —_ assistance 
programs. The cost of the old age, 
blindness and disability assistance 


programs increased from $46 million in 


1954-55 to $144 million in 1964-65, and 
then fell to $31 million in 1969-70. The 
cost of unemployment assistance rose 
from $19 million in 1954-55 to $287 
million in 1966-67 and then fell to $29 
million in 1969-70. Fifteen years ago the 
provinces were bearing all the cost of 
mothers’ allowances ($23 million) as well 
as other forms of assistance; by 1969-70 
expenditures under the Canada Assistance 
Plan agreements were taking most of the 
load and accounted for nearly $700 
million expenditures. 

Table 4 groups these programs 
according to their use of the means or 


needs test. The former was used for 
programs designed to protect special 
groups like the aged, the blind, and the 
disabled. The latter test was used mostly 
for programs of general assistance. 


The War Veterans’ Allowances program 
was introduced in 1930 and still operates 
to provide assistance to male veterans age 
60 and over and to female veterans and 
widows of veterans from age 55. 
Expenditures on this prograam have risen 
in the last twenty years from $58 to $107 
million. At March 31, 1970, allowances 
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were paid to 84,530 persons under this 
program. 


GUARANTEED INCOME 


The only program in this category is 
the Guaranteed Income Supplement for 
recipients of Old Age Security who meet 
the income test. It began in 1967 at a 
cost of $235 million for the fiscal year 
1967-68. By 1969-70 its costs had only 
risen to $263 million, despite the fact 
that the eligible age was gradually 
lowered from 68 to 65 by 1970. 
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TABLEAU 4 — DEPENSES TOTALES DES GOUVERNEMENTS F EDERAL ET PROVINCIAUX POUR LES PROGRAMMES D’ ASSISTANCE 
SOCIALE AU COURS D’ANNEES, ENTRE 1950 ET 1970 


(en millions de dollars) 


1949-1950 | 1954-1955 | 1959-1960 | 1962-1963 | 1963-1964 | 1964-1965 | 1965-1966 | 1966-1967 | 1967-1968 | 1968-1969 | 1969-1970(a) 
i a 


119.6 41.8 60.6 76.4 78.4 90.0 
4.7 3.9 5.6 6.5 6.7 iPS) 
= 0.8 322 39.2 40.4 46.8 
58.2 28.3 62.6 87.8 89.4 99.6 
1.0 0.8 il) 3D 4.4 6.0 


Programme 


Assistance destinée a des 
groupes spéciaux: 
(assujettie 4 une évaluation 
des ressources) 

Personnes agées 

Aveugles 

Invalides 

Anciens combattants 

Indiens et Esquimaux 


Assistance générale: 
(assujettie 4 une évaluation 
des besoins) 
Allocations aux méres 
nécessiteuses(b) 
Assistance ch6mage 
Régime d’assistance publique 
du Canada(4) 


Total ENOL 117.8 eal 442.9 471.0 501.5 


16.1 23,0 3058 36.5 36.9 36.4 
12.6(¢) 19.2¢c¢) 76.4 193.0 214.8 nee 


(a) Estimation. 

(b) Depuis 1965-1966, ce programme a été remplacé dans certaines provinces par l’assistance sociale et est compris dans l’assistance chomage. 

(c) Au niveau provincial, ce montant comprend les dépenses d’assistance aux chémeurs antérieures a l’application du programme d’assistance-chomage. 

(d) Prestations d’assistance seulement; ne comprend pas les dépenses touchant les soins et les services de bien-étre social, le bien-étre de l’enfance et le soin des enfants en établissement. 


c9 


TABLEAU 2 — DEPENSES TOTALES DES GOUVERNEMENTS FEDERAL ET PROVINCIAUX LIEES AU CHAPITRE DES PROGRAMMES 
D’ ASSURANCE SOCIALE AU COURS D’ANNEES FINANCIERES DONNEES, ENTRE 1950 ET 1970 


(en millions de dollars) 


Programme 1949-1950 | 1954-1955 | 1959-1960 | 1962-1963 | 1963-1964 | 1964-1965 | 1965-1966 | 1966-1967 | 1967-1968 | 1968-1969 ] 1969-1970 
Régime de pensions du Canada = = = = = = = 0.16) Les 15.6 48.0 
Régime de rentes du Québec = = = “= - - = (b) 0.4 5.0 15.0 
Assurance-chomage 86.1 257.6 415.2 403.2 365.7 335.0 297.8 307.0 388.6 459.1 542.1 
Indemnisation des accidentés 
du travail(¢) 40.9 58.2 85.2 104.5 111.6 124.3 141.6 I SSo 162.2 176.8 185.0 
Pensions aux anciens 
combattants(4) 96.0 128.7 149.6 LSS 173.2 180.3 185.6 195.9 NOS MIDS 218.0 
Total 223.0 444.5 650.0 683.6 650.5 639.6 625.0 658.9 Wall 879.4 =| 1,008.1 


(a) Estimation. 


(b) Paiements de prestations commencés en janvier 1967; total pour 1966-1967 (quatriéme trimestre seulement): $50,900 pour le Régime de pensions du Canada et $4,100 pour le Régime de 


rentes du Québec. 
(c) Prestations en espéces seulement. 


(d) Pensions aux anciens combattants invalides et aux veuves. 


TABLEAU 3 — DEPENSES TOTALES DES GOUVERNEMENTS FEDERAL ET PROVINCIAUX POUR LES PROGRAMMES DE DEMOSUBVENTIONS 


AU COURS D’ANNEES FINANCIERES DONNEES, ENTRE 1950 ET 1970 
(en millions de dollars) 


— 


Programme 1949-1950 | 1954-1955 | 1959-1960 | 1962-1963 | 1963-1964 | 1964-1965 | 1965-1966 | 1966-1967 | 1967-1968 | 1968-1969 | 1969-1970(a) 
Sécurité de la vieillesse(b) = Bose 574.9 734.4 808.4 885.3 Silas | 1,033.4 S33 1,296.8 1,467.0 
Allocations familiales(©) BIS 366.5 492.6 532.8 SOL 547.9 554.5 559.6 616.7 643.9 656.5 
Allocations aux jeunes(4) = = - 10.9 1235 36.4 64.0 67.6 | Tus 75.6 78.0 
Total 1,067.5 1,278.1 1,360.8 1,469.6 1,545.8 1,660.6 1,841.1 2,016.3 YAOI GS 


(a) Estimation. 


(b) Ne comprend pas les prestations versées aux termes du programme du suplément du revenu garanti entré en vigueur le 1° janvier 1967. 
(c) Comprend les prestations d’assistance familiale pour les enfants des immigrants et, 4 partir de 1967-1968, les prestations aux termes du programme d’allocations familiales du Québec. 
(d) Comprend les allocations scolaires du Québec a corpter de 1962-1963, de méme que le supplément aux parents de Terre-Neuve (allocations scolaires) 4 compter de 1966-1967. 
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REVENU GARANTI 


- Adopter comme instrument 
de lutte contre la pauvreté 


l'extension et la con- 
version des programmes 
existants 


SUPPLEMENT DU REVENU GARANTI 


- des personnes Ggées 


- Rendre le programme 
permanent, ne pas le 


4 


limiter a4 ceux nés avant 
aoe 
- Accrottre le niveau des 


prestations 
- Assurer au célibataire plus 
de la moitié de la somme 


4 


versée G un couple 


REGIME DE SECURITE 
DE REVENU FAMILIAL 


- pour les familles 


- Rendre les allocations 
familiales séle ctives 

- Réduire les prestations au- 
dessus d'un certain revenu 

- Augmenter le taux par 
enfant pour les familles 4 

faible revenu 


SECURITE DE LA VIEILLESSE 


ALLOCATIONS FAMILIALES 


TABLEAU IV 


PROPOSITIONS DE MISE EN APPLICATION DES OBJECTIFS 


Po a ar A ee a 


MOYENS D'ACTION DES MESURES DE SECURITE DE REVENU 


DEMOSUBVENTIONS 


Réduire 


ASSURANCES SOCIALES 
- Renforcer la protection au 

moyen de deux programmes 
principaux 


leur importance 


REGIME DE PENSIONS DU CANADA 


- des personnes Ggées, des invalides 
et des survivants 


- des personnes dgées 


Sécurité de la vieillesse 
fixée 4 $80 


- Relever le plafond des 
gains cotisables 

- Améliorer les prestations 
aux cotisants invalides et 

a leurs ayants droit 

- Améliorer les prestations 

aux veuves 


ASSURAN CE-CHOMAGE 
- pour les chémeurs, la 
maladie et la maternité 


Etendre le bénéfice des 
prestations a4 tous les 
salariés 

ae - Assurer des prestations-— 

~ familial maladie et maternité 

- Améliorer le niveau des 
prestations 

- Réduire la période de 


cotisation 


Convertir les allocations 


familiales en un régime 
sélectif, le Régime de 
sécurité de revenu 
familial 


- Réorganiser le finance ment 


ASSISTANCE SOCIALE 


- Améliorer, mais diminuer 
son importance 


REGIME D'ASSISTANCE PUBLIQUE 
DU CANADA 


- pour les nécessite ux 


Le Livre Blanc identifie un 
certain nombre de points de 
discussion avec les provinces 
et de domaines qui pourraient 
étre améliores par une 
collaboration fédérale- 
provinciale: 

- admissibilité 

- incitation au travail 


- prestations appropriées 

- appels 

- information 

- administration 

- partage des frais 

- services, y compris les 
garderies, les ménagéres- 

visiteuses et les conseillers 

en main-d'oeuvre 
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TABLEAU II 


MOYENS D'ACTION DE LA POLITIQUE DE SECURITE DE REVENU 


REVENU GARANTI DEMOSUBVENTIONS ASSURANCES SOCIALES ASSISTANCE SOCIALE 


Assistance provinciale 
Régime d'assistance publique 
du Canada 

Allocations aux anciens 
combattants 

Allocations aux aveugles 
Allocations aux invalides 
Assistance-chémage 
Assistance aux Indiens et aux 


Sécurité de la vieillesse Régime de pensions du Canada - 
Allocations familiales Régime de rentes du Québec 
Allocations aux jeunes Assurance-chémage 

Assurance contre les accidents 


du travail 
Pensions d'ancien combattant 


- Supplément du revenu garanti 
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